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ADVANCING THE U.S. TRADE AGENDA: THE 
WORLD TRADE ORGANIZATION 


WEDNESDAY, JULY 16, 2014 

U.S. House of Representatives, 

Committee on Ways and Means, 

Subcommittee on Trade, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 10:00 a.m., in 
Room 1100, Longworth House Office Building, the Honorable Devin 
Nunes, [chairman of the subcommittee] presiding. 

[The advisory announcing the hearing follows:] 


( 1 ) 
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ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

FOR IMMF:DIATE release CONTACT: (202) 225-3625 

July 9.2014 
No. TR-06 


Chairman Nunes Announces Hearing on 
Advancing the U.S. Trade Agenda: The World Trade Organization 

House Ways and Means Trade Subcommitlee Chairman Devin Nunes (R-CA) today announced 
that the Subcommittee will hold a hearing on the U.S, trade agenda and the World Trade 
Organization with Deputy U.S. Trade Representative Michael Punke. The hearing will take 
place on Wednesday, July 16. 2014, in 1100 Loiigworth House Otfice Building, beginning at 
10:00 A.M. 

In view of the limited time available to hear from the witness, oral testimony at this hearing will 
be from the invited wiuiess only. However, any individual or organization not .scheduled for an 
oral appearance may submit a written statement for consideration by the Committee and for 
inclusion in the printed record of the hearing. 

BACKGROUND: 

The World Trade Organization's (WTO) 1 60 members cover 97 percent of world trade. The 
WrO. with the a.ssistance of its secretariat, oversees a series of multilateral trade agreements 
covering goods, services, and intellectual property; provides a venue for new negotiations; 
reviews and monitors trade patterns, policies and practices; and provides procedures to resolve 
trade disputes between members. 

Last December, at the WTO’s 9“' Ministerial Meeting, WTO members agreed to a package of 
commitments, including a frade Facilitation Agreement that experts estimate could add as much 
as SI trillion to global GDP. The agreement incorporates many key requirements to reduce 
barriers at the border and improve trade flows, such as publication of rules and laws, 
hannonization and simplification of documents, advanced rulings, enlianced rights of appeal, and 
use of automated processes, among others. This is the first multilateral trade agreement 
concluded by WTO members since the WTO was formed in 1994, and its successful 
implementation will make it easier for U.S. businesses of all sizes to participate in international 
trade. WT(3 members are now working to implement the agreement, with a key deadline of July 
31. 

Negotiations continue in other important areas, including expansion of the Information 
Technology Agreement (ITA) and the launch of environmental goods negotiations. In addition. 
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some WTO members have suggested restarting broad, Doha-round discussions that cover many 
sectors, but others, including the United States, are exploring other, more focused negotiating 
options vrith like-minded trading partners. For example, negotiation of the Trade in Services 
Agreement (TiSA) is ongoing in Geneva among those WTO members willing and able to meet 
the agreement’s high standards, but it is not being negotiated under the auspices of the WTO. 

Tile WTO Agreements inelude a dispute settlement chapter to provide neutral arbitration of 
disputes between members. Nearly 500 cases have been filed at the WTO, including more than 
100 filed by the United States. 

Finally, the WTO plays an important role in reviewing and monitonng trade trends and their 
impact on the multilateral trading system. The WTO Agreements require members to regularly 
report on measures alTecting trade. In addition, the WTO Secretariat periodically reviews and 
catalogs trade measures of all WTO members and W fO members regularly conduct peer- 
reviews of other members to identify policies that they view as trade distorting. 

In announcing this hearing. Chairman Nunes said, "The World Trade Organization had been 
instrumental in liberalizing world trade. But many of its elTorts have racu.scd on twentieth- 
century issues such as reducing and eliminating tariffs. We’d like to explore ways the 
VVTO could more effectively address today’s behind-the-border barriers to trade and 
continue to address remaining tariff and non-tariff barriers, including sanitary and 
phytosanitary barriers to agriculture trade that are not based on sound science.” 


FOCUS OF THE HEARING: 

The focus of the hearing is on U.S. trade policy and the World Trade Organization. The hearing 
focus will include: (1) implementation of the Trade Facilitation Agreement and opportunities 
created by the agreement; (2) the potential benefits of an ambitious agreement to expand the 
Information Technology Agreement; (3) the launch of the recently notified environmental goods 
agreement; (4) the important role of ongoing monitoring and enforcement activities; and (5) 
future work olThc WTO. 

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS: 

Please Note: Any person(s) and/or organization(s) w'ishing to submit for the hearing record must 
follow' the appropriate link on the hearing page of the Committee website and complete the 
informational fonns. From the Committee homepage. http;//waysandmeans.housc.gov, select 
“Hearings.” Select the hearing for which you would like to submit, and click on the link entitled. 
“Click here to prov ide a submission for the record." Once you have followed the online 
instructions, submit all requested information. ATTACH your submission as a Word document, 
in compliance with the formatting requirements listed below, by the close of business on 
Wednesday. July 30. 2014. Finally, please note that due to the change in House mail policy, the 
U.S. Capitol Police w'ill refuse sealed-package deliveries to all House Office Buildings. For 
questions, or if you encounter technical problems, please call (202) 225-1 72 1 or (202) 225-3625. 


FORMATTING REQUIREMENTS: 



4 


The Committee relies on electronic submissions tor priming the olTicial hearing record. As 
always, submissions will be included in the record according to the discretion of the Committee. 
The Committee will not alter the content of your submission, but we reserve the right to format it 
according to our guidelines. Any submission provided to the Committee by a witness, any 
supplementary materials submitted for the printed record, and any written comments in response 
to a request for written comments must conform to the guidelines listed below. Any submission 
or supplementary item not m compliance with these guidelines will not be printed, but will be 
maintained in the Committee files for review and use by the Committee. 

1. All submissions and supplementary materials must be provided in Word fonnal and MUST 
NOT exceed a total of lU pages, including attachments. W'itnes.scs and submitters arc advised 
that the Committee relies on electronic submissions for printing the official hearing record, 

2. Copies of whole documents submitted as exhibit material will not be accepted for printing. 
Instead, exhibit material should be referenced and quoted nr paraphrased. All exhibit material 
not meeting these specifications will be maintained in the Committee files for review and use by 
the Committee. 

3. All submissions must include a list of all clients, persons and/nr org.mizations on whose behalf 
the witness appears. A supplemental sheet must aecompany each submission listing the name, 
company, address, telephone, and fax numbers of each witness. 

The Committee seeks to make its facilities acce.ssible to persons with disabilities. If you are in 
need of special accommodations, plea.se call 202-225-172 1 or 202-226-34 1 1 TfD/TTY in 
advance olThe event (four business days notice is requested). Questions with regard to special 
accommodation needs in general (including availability of Committee materials in alternative 
formats) may be directed to the Committee as noted above. 


Note: All Committee ad\ isories and news releases are available on the World Wide Web 
athttp://www. waysandmeans.house.gov/. 
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Mr. NUNES. Good morning and welcome to today’s hearing on 
advancing our trade agenda and the World Trade Organization. Be- 
fore hearing from Ambassador Punke, I would like to make three 
points. 

First, after years of inaction, we now have an active agenda at 
the WTO which can create new opportunities for U.S. exports and 
support American jobs. Our first order of business is ensuring that 
last year’s trade facilitation agreement is fully adopted and imple- 
mented. We have an important deadline later this month, and I am 
closely watching to see if the WTO can still function as an institu- 
tion for negotiating — and implementing — new trade liberalization 
agreements. Implementing the trade facilitation agreement helps 
developing countries become more attractive for trade and invest- 
ment. 

We are also trying to conclude negotiations to expand the Infor- 
mation Technology Agreement, but I am frustrated by China’s in- 
transigence. Any final agreement must include key U.S. products. 
Failure to reach an ambitious agreement would reflect a serious 
failure in China’s leadership as it hosts APEC this year. 

The Environmental Goods Agreement negotiations formally 
launched last week could cover nearly ninety percent of trade in 
environmental goods and provide an enormous boost to U.S. high 
tech exports. And of course, we must continue our crucial enforce- 
ment and compliance work. 

Second, beyond our current agenda, we must strengthen and im- 
prove the WTO, particularly by eliminating behind the border bar- 
riers. The WTO has been successful in reducing tariff barriers. For 
the organization to be relevant in the 21st Century, however, it 
must address non-tariff barriers more effectively. These include, 
among others, government-induced border delays, unjustified regu- 
latory rules, domestic content requirements, and sanitary and 
phytosanitary measures that impede U.S. agricultural exports. 

Continued work is also needed to ensure that countries meet 
their WTO obligations and to improve the WTO’s dispute settle- 
ment system. At the same time, we cannot take up where we left 
off on the Doha round. Emerging market nations must take on 
meaningful obligations befitting their level of development. I look 
forward to hearing from Ambassador Punke about the Administra- 
tion’s efforts to strengthen the WTO in each of these areas. 

Third, we must pass Trade Promotion Authority without delay to 
ensure that our negotiators have the strongest negotiating hand 
possible. The Bipartisan Congressional Trade Priorities Act I co- 
sponsored earlier this year with Chairman Camp includes robust 
provisions on the WTO as well as multilateral, plurilateral and bi- 
lateral negotiations, providing clear guidance to the Administration 
about the type of agreements Congress will accept. I call on the Ad- 
ministration to focus on passing Trade Promotion Authority as soon 
as possible — and to immediately work to lay the groundwork with 
their Democratic colleagues. 

We are going to wait on Mr. Rangel. He is on his way, to give 
his opening statement, and I think we will go right to you. Ambas- 
sador Punke. 
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Before recognizing you, you know that you are limited to five 
minutes. Your written statement will be made part of the record, 
and you are now recognized. 

STATEMENT OF MICHAEL PUNKE, AMBASSADOR, DEPUTY 

UNITED STATES TRADE REPRESENTATIVE AND U.S. AMBAS- 
SADOR AND PERMANENT REPRESENTATIVE TO THE WORLD 

TRADE ORGANIZATION, OFFICE OF THE UNITED STATES 

TRADE REPRESENTATIVE 

Ambassador PUNKE. Thank you very much, Mr. Chairman. 
Chairman Nunes, Ranking Member Rangel — I am anticipating his 
arrival — and members of the Trade Subcommittee, thank you for 
the opportunity to testify on the Obama Administration’s priorities 
and recent developments at the World Trade Organization. 

The core of the Obama Administration’s economic strategy is to 
create jobs, to promote growth, and to strengthen the middle class. 
The WTO is a critical part of that strategy. It sets the rules that 
govern the global trading system, and we believe it has the poten- 
tial to do much more. 

That is why the United States led the charge at the WTO’s Ninth 
Ministerial Conference last December in Bali to complete the Trade 
Facilitation Agreement, or TFA; the first successful conclusion of a 
multilateral trade negotiation in the two decade history of the 
WTO. It is why we are working on other major initiatives in Gene- 
va, including a group of key plurilateral agreements which have 
the potential to reinvigorate the multilateral trading system and to 
help the WTO meet its potential. 

In Bali, WTO members concluded a package of significant results 
that include the TFA and important outcomes on agriculture and 
development. We are now actively engaged in implementing all of 
the Bali outcomes in keeping with the very specific timelines and 
procedures agreed to unanimously by all WTO members. 

The TFA is a huge accomplishment for the WTO, reestablishing 
that its members can reach significant multilateral outcomes. The 
rest of the Doha round remains a challenge. We are working to de- 
velop a post Bali work program by the end of this year. This will 
help to determine whether conclusion of the Doha Round is pos- 
sible. 

The worst case scenario for the WTO after the Bali success would 
be renewed drift. The time has come for the WTO to conclude 
Doha, move forward, and take up new areas of trade. A final Doha 
agreement must address key U.S. priorities, including agriculture, 
and industrial market access and services. There will be no Doha 
result without balance across all of these areas and across all of 
the major trading countries. For Doha to succeed, as we have em- 
phasized consistently, the emerging developing countries must 
carry their weight as well. 

In parallel with the Bali results and post Bali work, we have cre- 
ated other opportunities by leading regional and plurilateral nego- 
tiations with like-minded trade partners. The Trade in Services 
Agreement, or TiSA, represents a unique opportunity among 23 
participants representing 50 WTO members to build a new agree- 
ment that incorporates the best of what the United States has been 
achieving in this sector in our free trade agreements. 
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We have high expectations for TiSA to provide increased market 
access and potential rules to support expansion of services trade 
into the future. 

Just last week we launched negotiations on the new Environ- 
mental Goods Agreement with 13 other WTO members rep- 
resenting 86 percent of global trade in environmental goods. Elimi- 
nation of tariffs on environmental technologies will make these 
goods more available and boost U.S. jobs. 

ITA expansion holds out similar promise for boosting simulta- 
neously the WTO’s credibility and exports of high quality American 
technology. If we are successful, and there is more work to do with 
our Chinese colleagues as you noted, Mr. Chairman, the ITA will 
be the first tariff cutting agreement at the WTO in 17 years. 

From day one, the Ob^ama Administration has made enforcement 
a key priority to ensure that American stakeholders get the full 
benefits of the market opportunities we have negotiated. When di- 
rect engagement with the trading partner is not successful, we do 
not hesitate to use WTO dispute settlement. The United States has 
brought 18 WTO complaints since 2009. We have brought disputes 
in areas such as trade distorting subsidies, export restraints, im- 
port licensing barriers, local content requirements, retaliatory use 
of trade remedies, and non-science based SPS measures. Those dis- 
putes involve major trading partners, such as China, India, Indo- 
nesia and Argentina, and we have had significant successes. 

We will continue to prosecute and defend these disputes, launch 
new disputes as appropriate, and insist that WTO members live up 
to their obligations. 

To conclude, certainly we see challenges ahead, but also great po- 
tential for using WTO in other negotiations to promote opportuni- 
ties for American workers, farmers, ranchers, businesses of all 
sizes, and most importantly, American families. 

In this regard, let me say something about trade promotion au- 
thority. To actively and effectively pursue these initiatives and 
bring benefits home to Americans, we will need TP A. TPA is the 
mechanism by which Congress has worked with Presidents since 
1974 to give the Executive its marching orders about what to nego- 
tiate, how to work with Congress before and during negotiations, 
and how Congress will take up and approve or disapprove the final 
agreement. 

We agree with those that say that TPA needs to be updated, and 
we look forward to working with this Committee and Congress as 
a whole to secure a TPA that has as broad bipartisan support as 
possible. 

Thank you, and I look forward to your questions. 

[The prepared statement of Mr. Punke follows:] 
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Testimony of Michael Punke 
Deputy D.S. Trade Representative 

Before the House Committee on Ways & Means Subcommittee on Trade 
July 16. 2III4 

Chairman Nunes, Ranking Member Rangel, and Members of the Trade Subcommittee, thank you 
for the opportunity to testify on the Obama Administration’s priorities and recent developments 
at the World Trade Organization (WTO), 

Mic core of the Obama Administration's economic strategy is to create jobs, promote growth, 
and strengthen the middle class. Our Irudc and investment policy contributes significantly to that 
strategy by opening markets for Made-in-America exports, lev'eling the playing field by raising 
standards around the world, unlocking opportunities for our workers, and enforcing our trade 
laws and our trade rights. 

The WTO is a critical aspect of the Administration’s trade and investment policy, given its 
important function in setting the rules that govern the global trading system. As important a role 
us the WTO plays, the Administration believes that the organization has the potential to do much 
more in defining the global standard for free and open trade policy, fhat is why the United 
States must continue to play a leading role. We want to shape international trading ruic.s. not he 
shaped by them. Moreover, we want to ensure that the rules rctlccl our values. And once the 
rules have been agreed to, we want to make sure that our global trading partners abide by them. 

All of this helps to explain why the United States led the charge at the WTO’s O"' Ministerial 
Conference last December in Bali to complete the Trade Facilitation Agreement (TFA) - the first 
successful conclusion of multilateral trade negotiations in the two-decade history of the WTO. 
And it is why we are working on several other major initiatives in Geneva, including a Trade in 
Services Agreement (TiSA), expansion of the Information Technology Agreement (ITA), and a 
just-launched Environmental Goods Agreement (EGA), We believe that these plurilateral 
agreements have the potential to reinvigorate the multilateral trading system and help the WTO 
meet its potential. 

Bali 

In Bali, WTO Members made major strides towards reestablishing the WTO’s credibility by 
delivering a package of significant results. The new TFA was the cornerstone of the package, 
which also included important results on agriculture and development issues. We are now 
actively engaged with our WTO U'ading partners in ensuring implementation of all the Bali 
outcomes in a manner that is in keeping with the specific timelines and procedures agreed to by 
WTO ministers. 

The TFA is designed to speed trade flows by addressing the most ba-sic forms of friction in the 
global marketplace - the movement of goods across borders. Once fully implemented, the TFA 
will ensure that all WTO Members reduce paperwork associated with trade, cut clearance times 
fur gmals. de-link the release of goods (rum final customs clearance, promote rapid clearance of 
expedited shipments, and implement many other modem customs reforms. 


1 
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The OECD estimates that the TF A will reduce the costs of trading by as much as 1 0 percent lor 
developed countries, and 1 3 to 15 percent for developing countries. All WTO Members will 
benefit - this is a win, win. win - for trade, for development, and for global economic growth. 

WTO Members are now working on the specifics of how we bring the TFA into force and 
implement its provisions. In this regard, we are confronting efforts by a small minority to 
change the conditions for implementation, as agreed in Bali. I want to assure you that the United 
States is insisting that TFA implementation takes place in strict accordance with the procedures 
and timelines agreed by all ministers in Bali. 

Post-Bali Work Program 

The TFA. in and of itself, is a huge accomplishment for the WTO. re-establishing that its 
Members can reach significant outcomes on a multilateral basis. Admittedly, the rest of the 
Doha agenda, which was launched more than a decade ago, remains a challenge, and new tests 
are on the horizon. Looking to the post-Doha era, the WTO is moving to develop a Post-Bali 
Work Program by the end of this year. This Work Program should go a long way towards 
determining whether a rapid arnclusion of tlie Doha Round is possible. 

The vvorst-caiie scenario for the WTO after the Bali success would be renewed drift in the Doha 
Round negotiations. The time has come for the WTO to position itself to conclude Doha, move 
forw ard, and take up new areas of trade. 

And. while we support a definitive conclusion of the Doha chapter - which has gone on far too 
long - we cannot support just any deal. A final Doha agreement, if there is to be one. must 
addre.ss key U.S. priorities not addressed in the Bali Package, including in agriculture, industrial 
market access, and services. There will be no Doha result without balance across all of these 
areas, as well as a balance of commitments aerttss all of the major trading countries. The United 
States will not sign on la a Doha package that requires us to provide new market opening 
commitments, but provides nothing sub.slantial from our major trading partners. 

It is clear that for Doha to succeed, the emerging developing countries - those with large and 
growing economies that have benefited so much from increased global trade - must contribute 
appropriately to any outcome. This question of the responsibilities of emerging markets has 
been the core reality and stumbling block of the Doha Round for years now', and until it is 
resolved in a satisfactory way, the WTO will not live up to its full potential. 

The Potential for Plurilateral Negotiations to .Sour Future Negotiations in the WTO 

While we have been w orking on the Doha round, we have also created other opportunities by 
leading regional and plurilateral negotiations with like-minded trade partners. In fact, the new 
plurilateral WTO Government Procurement Agreement entered into force earlier this year, 
adding to the value of foreign procurement opportunities available to U.S. exporters. 
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We are approaching these sectoral plurilateral negotiations, such as the TiSA, ITA. and the EGA, 
with a can-do spirit and a long-term vision of spurring the next generation of Geneva 
agreements. 

These negotiations can produce more immediate results by reducing trade barriers in the short- 
term and establishing rules for 21“ century trade issues. Once concluded, we believe they will 
become platforms for other WTO Members to join. 

Let me touch on each of these agreements in turn. 

TiSA is a unique initiative - outside the WTO, but under negotiation in Geneva and with capitals 
and Geneva ambassadors directly involved. We have the opportunity among 23 participants 
representing 50 WTO Members to build a new agreement that incor)xirates the best of w hat the 
United States has been achieving in this sector in our free trade agreements. 

We have high expectations for TiSA. not just in terms of the increa.sed market access it will 
provide, but also in its ability to include rules that will support the expansion of sen ices trade 
well into the future. TiSA participants have declared that they are ready to move now to open 
their entire markets, rather than follow the WTO process of successive rounds of negotiations, 
adding a few subsectors at a time. TiSA participants are also ready to tackle 2 1“ century issues 
affecting trade, like those related to data flows and the Internet, which arc issues not on the Doha 
agenda. 

TiSA will address real-world challenges facing our service suppliers. Not everyone in the WTO 
is ready for this, at least not right now. But by working with those w ho are ready - almost one- 
third of the membership and 75 percent of global services trade - we can set the course for future 
W'I'O work on services. 

Trade in environmental goods is another sector w here we can achieve twin goals of promoting 
our values and spurring economic growth. Just last week we launched negotiations on the EGA 
together with 13 other WT'O Members, representing 86 percent of global trade in environmental 
goods. The EGA negotiations will build on a list of 54 environmental goods on w hich APEC 
L.eaders agreed to reduce tariffs to live percent or less by the end of 201 5. By eliminating tarills 
on environmental technologies, such as wind turbines, water treatment tillers, and solar water 
healers, we will make these goods more available and boost U.S. jobs in a sector that exported 
$106 billion of goods last year. 

I TA expansion holds out similar promise for boosting simultaneously the WTO’s credibility - 
and exports of high-quality American technology. If we arc successful - we still have more- 
work to do with our Chinese colleagues - the I TA will be the first tariff-cutting agreement at the 
WTO in 1 7 years. 

Enforcement 


From day one, the Obama Administration has made enforcement of existing trade agreements a 
key priority to ensure that American workers and businesses gel the full benefit of the market 
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opportunilies we have already negolialed. Unfortunately, we have challenges in opening certain 
foreign markets to American goods and serviees. And many of the problems exist despite the 
existence of WTO rules in these areas - whether it's technical barriers to trade, or import 
licensing systems, or sanitary and phytosanitary (SPS) measures. 

Our front line of olTense in addressing these barriers is direct engagement with our trading 
partners - and WTO committees and councils provide a unique vehicle for shining a light on 
problematic trade barriers and policies, and seeking their modilication or removal. 

For example, we have aggressively used WTO rules to prompt China to he more transparent 
regarding its industrial subsidy regime. When China was not forthcoming, we submitted to the 
WTO Subsidies Committee nearly 200 Chinese measures in the first subsidy “counter 
notification" ever submitted by the United States. 

When direct engagement with a tniding partner is not successful, we do not hesitate to use WTO 
dispute settlement to help preserv e and support American jobs threatened by WTO-inconsistent 
practices wherever they may occur. 

The United States has brought 1 8 WTO complaints since 2000, with a focus on opening large, 
strategic markets, and Combatting policies and practices of concern to American workers, 
farmers, ranchers, and businesses. 

We have brought disputes in areas such as trade-distorting subsidies, export restraints on raw 
materials, import licensing barriers for industrial and agricultural products, local content 
raquiremenLs, retaliatory use of trade remedies, and non-science-based SPS measures. Those 
disputes involve major trading partners and markets such as China. India. Indonesia, and 
Argentina. 

As a result, we have had sigriilicant suceesses. obtaining WTO findings on China's misuse of 
trade remedies on autos, chicken broiler products, and specially steel; Chinese export duties and 
quotas on key raw materials; and China's market access barriers to U.S. electronic payment 
services suppliers. 

I.ooking forward, we will continue to prosecute and defend these disputes, launch new disputes 
as appropriate, and insist that WTO Members live up to their obligations so that American 
workers, manufacturers, service providers, farmers, ranchers, and innovators can compete on a 
level playing field. And ju.sl as we vigorously enforce our WTO rights and insist that others play 
by the rules, with the help of this Committee the United .States will seek to live up to its end of 
the bargain. 

Conclusion 


My colleagues in tieneva often tell me how envious they are of America's economic position in 
the world. Wc have a big market strong rule of law. an entrepreneurial culture, a skilled work 
force, and abundant sources of clean and affordable energy. When we complete the Trans- 
pacific Partnership and the Trans-Atlantic Trade and Investment Partnei-ship agreements, we will 
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have free trade with two-thirds of the global economy. Finally, we are in a position to write the 
global rules for how trade will be conducted for this century through our trade negotiations and 
our work at the WTO. In the WTO, we’re working to make the institution a place where 
negotiations can succeed - a forum for solving the problems that traders face in the world as it 
exists today. 

TTie overarching goal of President Obama’s trade policy is to .strengthen the American middle 
class and support jobs by selling more Madc-in-America exports to the world. Through our 
efiorts at the WTO and in other contexts, we are working around the clock to make that vision a 
reality and deliver tangible benefits to American workers, farmers, ranchers, businesses of all 
sizes, and - most importantly - American families. 

Finally, let me say something on TPA. To actively and effectively pursue these initiatives, and 
to bring these benefits home to Americans. W'e will need Frade Promotion Authority. 

TPA is the mechanism by which Congress has worked with Presidents since 1974 to give the 
Executive branch its marching orders about whal to negotiate, how to work w'ith Congress 
bclorc and during the negotiations, and how Congress will take up and approve or disapprove 
the final agreement. There is no other area of policy that reflects closer coordination between 
the Executive branch and Congress than trade policy. 

We have heard from many that TPA needs to be updated. We agree. The Administration 
welcomed the introduction of bipartisan TPA legislation in January, and looks forward to 
working with this Committee and Congress as a whole to secure a TPA that has as broad 
bipartisan support as possible. 

1 hank you again for the opportunity to appear here today. 


5 
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Mr. NUNES. Thank you, Ambassador. 

I will now recognize the Ranking Member, Mr. Rangel, for the 
purpose of offering an opening statement. 

Mr. RANGEL. I will be brief and I thank you, Mr. Chairman, 
and I congratulate you for assuming this great responsibility. Am- 
bassador. I congratulate the work that the World Trade Organiza- 
tion is doing and you guiding America for fairness and equity. 

I know that your job is to enforce the cases or to study the cases 
that are brought to you, but there are certain challenges that we 
have with cyber, with Internet theft, with intellectual property, and 
perhaps the WTO can issue guidelines so that countries will know 
that they should not have to wait until the offended country brings 
an action. 

Another problem that we face with the trade agreements as well 
as the President’s authority is that it is hard to give the President 
authority to do or not to do when you have no clue as to what is 
going to be in the agreement. You know, it would be great if you 
had a TPA telling the President to do the right thing, but recog- 
nizing that there is a need for the negotiations not to be public and 
at the same time not know what authority to restrict or expand of 
the President legislatively is a very, very difficult job. 

But we value and welcome advice that you can give us as legisla- 
tors so that we can be supportive of the Executive Branch, recog- 
nizing that trade does not involve 535 of us in order to reach a con- 
clusion. 

But thanks for the work that you do, and I am very concerned 
about China’s violation of the principles of fair trade, which she 
agreed to do and seemingly it is up to the United States to bring 
the allegations to the WTO instead of having some way of making 
certain that countries fulfill their obligations to the organization 
without a country having to come forward and make the accusa- 
tion. 

Thank you, Mr. Chairman. 

Mr. NUNES. Thank you, Mr. Rangel. 

I am now going to yield to the former chairman of the Trade 
Committee and our current chairman of the Health Committee on 
Ways and Means, Mr. Brady. 

Mr. BRADY. Chairman Nunes, first, thanks for your leadership 
and all the new energy you bring to the trade agenda in Congress. 

Ambassador Punke, you are doing a terrific job, not merely in 
representing U.S. negotiating agreements so critical to our econ- 
omy, but the time you take in consulting with both parties in the 
House and Senate on the nuances, the politics, the dynamics, the 
details of these agreements, and I am not complimenting you mere- 
ly because your wife and daughter are in the audience today, but 
they do need to hear that you have very broad support in the 
House, and we appreciate your work. 

Let me ask a broader question. You know, the Doha Round has 
lapsed now for nearly six years. There is real progress on 21st Cen- 
tury issues such as trade facilitation; moving these goods quicker, 
faster, cheaper across the borders for the benefit of consumers 
around the world. We are seeing progress in information tech- 
nology, in services agreement, and environmental goods area. 
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There are some who, because of the Bali Round, seem to believe 
the focus now should really go back to Doha, and this is not a good 
analogy, but it seems to me that after a dozen years, the Doha gar- 
den for various reasons simply is not producing. 

But in services and facilitation and information technology and 
others, I think we are seeing real growth, real results in those 
areas. 

I would like to see you and we as a country continue to focus on 
the garden that is growing, the results that are producing for the 
economy we have today. I would like to hear your thoughts on 
whether you agree on that approach or whether we ought to shift 
focus back to the Doha round. 

Ambassador PUNKE. Well, thanks very much. Congressman 
Brady, and I very much appreciated the opportunity I have had to 
consult with you and your colleagues in the time that I am back 
in Washington. It has very much informed our positions across a 
whole range of issues. 

But to answer your question directly about sort of the interplay 
between some of these plurilateral discussions in Geneva, like the 
ITA, TiSA, and environmental goods and the broader Doha agenda, 
I very much agree that the place where we have vitality and en- 
ergy in the room and a sense of like-mindedness among negotiating 
partners has been in the plurilateral discussions, and quite hon- 
estly, it is very refreshing after a long day in deadlocked discus- 
sions to step into some of these plurilateral negotiations and recog- 
nize that even if you are negotiating with people who might have 
a slightly different perspective, all of you are working towards the 
ultimate goal of a result in liberalizing trade. 

And so those plurilateral discussions are on their own track, and 
they will continue, and we will push them and lead in those discus- 
sions as we move forward. 

I do think that there is the potential for us to make progress on 
Doha despite the fact that we are now 14 years into that negotia- 
tion. But I think one of the points that you made is really critical 
there, and I think Chairman Nunes made a similar point. We can- 
not simply keep going back to things that have not worked in the 
past. I think about the Einstein maxim that, you know, the defini- 
tion of insanity is to do the same thing over and over and expect 
a different result. There has been too much of that in Geneva. 

So Bali has given us a puff of wind in our sails, the first one in 
a long time in terms of a broad, multilateral discussion. We have 
an opportunity this year if we are willing, all of the members of 
the WTO, to wrestle with difficult questions like the appropriate 
role of emerging economies to make progress on Doha, but we can 
only make progress if we address those issues very directly. 

Mr. BRADY. And I am not trying to downplay Doha. In fact, hav- 
ing broader agreements obviously, I think, would be better for the 
global economy. It just seems to me the work that is being done 
in the other areas actually builds confidence, creates a better envi- 
ronment and provides some time where we can go back with more 
agreement on trying to grow that garden that is Doha. 

But right now I guess my point is I think the progress we are 
seeing is important in those agreements. I think they help build 
the type of dynamics that allow us to tackle Doha in the future. 
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I do not want to shift focus at this point where we are seeing that 
growth. 

Ambassador PUNKE. Well, we agree with you that premise, and 
the worst case scenario from our standpoint is for Doha to continue 
to drift. We think there needs to be resolution with Doha, and we 
are pushing for that pointed discussion now. 

And I agree with you on another point, which I think that the 
plurilateral discussions have actually had a very virtuous impact 
on Doha because they have demonstrated very clearly to the small 
number of countries that do not want anything to happen in Gene- 
va that there are options there for those that are seeking to use 
the institution in a productive way. 

Mr. BRADY. Right. Thanks, Ambassador. 

Thank you. Chairman. 

Mr. NUNES. Thank you. Chairman Brady. 

I now recognize the gentleman from Massachusetts, Mr. Neal for 
five minutes. 

Mr. NEAL. Thank you, Mr. Chairman. 

Just a quick thought on Mr. Brady’s comments. The committee 
has been pretty bipartisan on trade, but just to pick up on some- 
thing that Kevin said, I do think that the collapse of Doha aided 
the bilaterals and moved them up on the agenda. So I think there 
was that sort of benefit. If we cannot do the big, then let us proceed 
with the smaller bilaterals where we actually have had some suc- 
cess. 

But let me talk a little bit about the suggestion I made to Presi- 
dent Obama at the White House about a month ago. I suggested 
that we really focus the European trade proposal, T-TIP, and sug- 
gested that I thought that was easier for all of us to do, and I 
thought that the Pacific proposal is a longer climb, to be very can- 
did, and I thought that an effort to build some confidence, Mr. Am- 
bassador, that we might be able to focus on what is now almost 30 
percent of the world’s trade and investment. 

And it strikes me that the relationship that we have with Eu- 
rope, given the difficulty it would be that we would make the argu- 
ment that we were somehow trading down with countries that have 
a very similar quality of life and enjoy similar economic success, 
that we might embrace with more vigor that whole notion. 

I had a chance the other night at the Italian Embassy to once 
again make the case for moving T-TIP along, but there are some 
non-tariff barriers that remain important to U.S. exports to Euro- 
pean Union, and the EU regulatory and legislative processes also 
do not typically provide essential and meaningful opportunities for 
WTO members and their stakeholders to comment on regulatory 
proposals. 

Could you speak to what could be done in T-TIP or at WTO to 
otherwise help coax our European counterparts to provide more 
meaningful opportunities to comment on regulatory proposals so 
that Americans, American small and medium size businesses are 
not at an economic disadvantage? 

Ambassador PUNKE. Thank you very much. Congressman Neal. 
That is one of the central goals for us in the T-TIP negotiations. 

But I want to step back for just one minute. I do think, you 
know, USTR is a small agency as the people on this Committee 
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know very well, but I do think we very much have the capacity to 
pursue multiple discussions at the same time. 

I work more on WTO and T-TIP issues. My colleagues back in 
the Winder Building work on TPP, but I do see us as having the 
capacity to pursue all of these things simultaneously. 

But with regard to T-TIP specifically and especially with regard 
to the regulatory issue that you have mentioned, one of our biggest 
goals has been to pursue the so-called horizontal regulatory issues, 
which is to say exactly the types of issues that you are raising. 

In the U.S. system, through our notice and comment process, all 
interested parties, foreign and domestic, have the opportunity to 
see draft regulations and to comment on them and to have those 
comments taken into account by regulators in making decisions 
about the final shape that regulations should take. 

We do not have those same opportunities in the European sys- 
tem, and that is something that we think is enormously important 
for our stakeholders to have. Transparency in terms of making reg- 
ulations, access in terms of an opportunity to provide input at crit- 
ical junctures, and then accountability on the part of European reg- 
ulators to respond to those comments that they hear. 

Now, we are not seeking a guaranteed outcome, but we believe 
that that process in and of itself results in much better regulatory 
outcomes, and in a transatlantic context, it creates the opportunity 
for there being fewer impediments to trade as a result of unneces- 
sary regulatory differences. 

So that is an issue that I appreciate your support on because it 
is something where we are working very hard. 

Mr. NEAL. Thank you, Mr. Ambassador. 

Thank you, Mr. Chairman. 

Mr. NUNES. Thank you, Mr. Neal. 

Mr. Reichert is recognized for five minutes. 

Mr. REICHERT. Thank you, Mr. Chairman. 

Welcome, Ambassador. So your wife and your daughter are in 
the audience. Is your brother here, too? 

Ambassador PUNKE. You know, he is in town, and he did not 
come today. So I guess I should be very offended. 

Mr. REICHERT. Yes, he is off the Christmas list. 

First of all, I just want to thank you for recognizing in your open- 
ing comments the importance of TPA. I think most members here 
recognize TPA is critical to any agreement associated with TPP, 
and we made it very clear on our side of the aisle that if an agree- 
ment comes to this Congress without TPA, it is dead on arrival. 

So I look forward to working with you and other members of our 
USTR, Ambassador Froman, et cetera, and the Administration on 
moving Mr. Camp’s initiative forward for Trade Promotion Author- 
ity. It is bipartisan. It is bicameral. A lot of work has been done 
on it, and we need some help to move that forward here. 

I would also like to just thank you and your colleagues for the 
work at WTO in challenging Indonesia’s import restrictions on ag- 
ricultural products. Indonesia, as you know, is a top market for 
Washington’s high quality apples, and it was very critical for them, 
and we appreciate your fighting for our growers in Washington 
State. 
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I have got a couple of questions. I am happy to see that you have 
launched negotiations for a plurilateral agreement on environ- 
mental goods. This is a significant opportunity, I think, to increase 
our exports in environmental goods and lower prices for consumers. 

Are there major global traders in environmental goods that are 
not currently a part or a party to the negotiation? 

And what is your plan to bring them into the process? 

Ambassador PUNKE. Well, let me address that very specifically. 
We have faced this question in other plurilateral discussions about 
whether or not to sort of actively seek countries’ participation in 
plurilateral negotiations, and I think the viewpoint that we have 
landed upon is that what makes the plurilaterals work is the fact 
that the countries that are there are like-minded and want to get 
a result. 

And as I mentioned earlier, that does not mean we do not have 
disagreements within the group. It does not mean we do not argue 
with each other and negotiate very hard for national interests, but 
there is a common desire to reach an agreement and to be ambi- 
tious. 

And so we have not done work; we have deliberately not done 
work to solicit members to come into the various plurilateral dis- 
cussions, whether it is TiSA or the Environmental Goods Agree- 
ment, because our experience, and this is a metaphor that only 
works in Washington so I am very happy to be able to use it here; 
this does not work in Geneva. It is Tom Sawyer and the picket 
fence. We want people who want to paint the picket fence on their 
own. We do not want people negotiating before they come into the 
negotiation about whether they should be there. 

And we have had good success with that dynamic in the context 
of TiSA. We started the TiSA negotiation, for example, with 15 
members, and we have had eight join that discussion without doing 
any recruiting. You asked if there are countries outside of the Envi- 
ronmental Goods Agreement that we would like to see in. There 
certainly are, and I would expect that we will have more that will 
see it as being in their own interest to be a part of that discussion. 

We are already hearing inquiries in Geneva, and so I think you 
will see that grow over time, but frankly, we already have a good 
set that. I think currently about 86 percent of global environmental 
goods trade. 

Mr. REICHERT. All right. Thank you. 

I am sure you have a timeline for negotiations, but could you 
elaborate on your plan to avoid a free rider problem? 

Ambassador PUNKE. There is a free rider problem that is built 
into plurilaterals that are based on goods trade because of the 
MEN principle in the WTO. In TiSA we have a very unique situa- 
tion where the existing WTO rules explicitly allow us to have a 
plurilateral negotiation whose benefits are not provided on a MEN 
basis to the rest of the organization. 

Unfortunately, we do not have that same benefit when it comes 
to goods trade. And so whether it is ITA or environmental goods, 
whatever benefits the members decide among themselves, they 
have to share with the rest of the membership, and as you point 
out, that creates a free rider problem. 
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What that means is that we really will not be in a position to 
conclude a deal if key players are not a part of it because there are 
certain players, for example, China, that we would never allow to 
be a free rider on something like the Information Technology 
Agreement or the Environmental Goods Agreement. 

Fortunately, China is a part of both of those discussions, al- 
though in the context of ITA, with mixed results to date, but that 
is the challenge of having key players inside of the negotiation so 
that they take on obligations and are not able to free ride. 

Mr. REICHERT. Thank you, Mr. Chairman. 

Mr. NUNES. The time of the gentleman has expired. 

I will now recognize the gentleman from Florida, Mr. Buchanan, 
for five minutes. 

Mr. BUCHANAN. Thank you, Mr. Chairman. 

I also want to thank the Ambassador for your service. 

Let me just start out on a general question. I get asked quite a 
bit about the effectiveness of WTO. I know it is the rulemaking 
body. It is the body, and you are the main interface. What is your 
general feeling about how effective it is in general as it impacts the 
world and then as it relates to the U.S.? 

Ambassador PUNKE. Well, it is something I spend a lot of time 
thinking about, and I have had the privilege of being in this job 
for about four and a half years now, and so I have seen this unfold 
over a little bit of a time frame here now. 

I guess to me there are a couple of lessons that I have drawn out 
of that, and the starting point, I think, is that a very frank ac- 
knowledgement that especially when it comes to its negotiating 
arm, the institution needs to do a lot better because the notion that 
we are 14 years into a negotiation is not a good way of advertising 
the WTO as a place for doing serious business. 

But I think in terms of lessons learned that one of the most im- 
portant ones is the importance of creative approaches, and that is 
something that I think the U.S. has pushed very hard in the WTO 
context, is not falling into this trap of trying the same thing over 
and over again and expecting a different result. 

That is one of the reasons why we have pushed plurilaterals, for 
example, so aggressively over the course of the last four years. I 
think it is critical that we make the WTO relevant for our stake- 
holders today, and that goes back in some ways to, for example, ad- 
dressing the issue of emerging economies. It is impossible to have 
a meaningful discussion about an issue like agricultural subsidies, 
for example, if two of the four largest agricultural subsidizers in 
the world, namely, India and China, are not a part of that discus- 
sion. 

Mr. BUCHANAN. Let me get a couple more questions here. 

Ambassador PUNKE. Sorry. 

Mr. BUCHANAN. Let me just jump to just in terms of the TF 
agreement. What I have read is there is a trillion dollars in benefit 
to the global economy, 21 million jobs. It could impact not only a 
lot of U.S. companies, but others. 

It seems like the countries that would benefit the most are the 
ones that are in terms of India and Africa, I guess, half of the ben- 
efit would ideally go to them. What is the holdup? Why are they 
not supportive, and what are we doing about it? 
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Ambassador PUNKE. Well, that is a very important question. 
You know, we had a very important agreement at Bali with trade 
facilitation, as you mentioned, and the agreement is very explicit 
about the timelines for implementing trade facilitation and for im- 
plementing other parts of our work plan in Geneva. 

We have been concerned about statements by a handful of WTO 
members indicating that they intend somehow to link these already 
agreed implementation deadlines to issues that are not a part of 
trade facilitation and that have different deadlines. 

There has been a lot of mixed signals on that front over the 
course of the last several weeks, including with regard specifically 
to India, and so we are hoping that by the time that we have this 
meeting in Geneva next week in the General Counsel that we will 
be able to move forward and all of us do what we committed to do, 
which is implement, adopt the protocol of accession on the timeline 
that we agreed. 

Mr. BUCHANAN. Yes. And let me just close with this one point. 
Many of us were in Tokyo a month or so ago, and as relates, you 
touched on TPA. You know, a lot of at least the comments that I 
got back, everybody was concerned that we should put that in 
place. The Administration should have. The TPA should get 
passed. 

People are concerned as it related to our ongoing relationships. 
They are afraid that they would get something negotiated and it 
would not get done. What is your sense of where we are at and 
what we have got to do to get it done? 

Ambassador PUNKE. Well, Congressman, we are very committed 
to getting TPA. I think Ambassador Froman has practically 
camped up here over the course of the last six weeks in terms of 
the outreach that he has done personally. 

Other members of the cabinet have been involved in this, wheth- 
er it is Secretary Kerry, Secretary Lew, Secretary of Commerce, 
Secretary of Agriculture. The President has indicated, including in 
the State of the Union Address, his commitment to seeking and 
achieving a trade promotion authority agreement. 

We are looking for an agreement that has the broadest bipar- 
tisan support possible. At the same time, as you mentioned, we are 
committed to ambitious outcomes in all of the negotiations that we 
are working on, and I think it is possible and it has been possible 
based on our experience at the table for those two tracks to proceed 
at the same time. 

Mr. BUCHANAN. Thank you. 

Mr. NUNES. The time of the gentleman has expired. 

I now recognize Mr. Smith for five minutes. 

Mr. SMITH. Thank you, Mr. Chairman. 

I thank you. Ambassador, for your presence here today and your 
service. I think obviously you have got an important job, and we 
appreciate your service. 

We know that the WTO rules-based talked about enforcement 
and dispute settlement and the ways to truly level the playing field 
on international trade, and we know that tariff elimination is a 
high priority, but it seems that the non-tariff trade barriers are be- 
coming more and more of an issue, and obviously that creates in- 
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creases in costs and uncertainty, and they are often at the borders 
of countries which can least afford it. 

Last year the subcommittee held a hearing on India, as you 
know. At the time I provided an example of a Nebraska company 
faced with inconsistent tariff rates and unreasonable regulatory re- 
quirements in India. Even though the market does exist for the 
product, and this was a common theme throughout the hearing. 

While India is not the only WTO partner unfairly blocking im- 
ports through non-tariff barriers, this does reflect on the over- 
arching fact that a number of our global trading partners, even 
those with the large markets and a huge trading presence continue 
to unfairly block U.S. goods and most notably in agriculture. 

So for this reason and many others, we here on the panel were 
encouraged by the WTO Trade Facilitation Agreement announced 
last year in Bali, and while the goal is to have non-tariff barriers 
addressed completely, this agreement is designed to address the 
cost and time associated with clearing customs, and customs facili- 
tation would be a very positive step, especially the perishable goods 
such as agricultural products. 

And now we are hearing reports certain countries, like I said 
India, for example, are backing out of commitments to meet the 
agreement. The one thing I hear again and again in the trade 
arena is the importance of this accountability, and I am just won- 
dering if you could reflect a bit on the time line. 

We know that the interim deadline is quickly approaching, and 
can you discuss the timeline that is involved here? 

Ambassador PUNKE. Well, with regard to trade facilitation spe- 
cifically, the Bali agreement is crystal clear on the time line. By 
July 31st, which is to say in two weeks, the members of the WTO 
are to have concluded this so-called protocol of accession, which is 
a very short agreement that essentially is the launching document 
for everyone to go seek domestic ratification. 

Also by the 31st of July developing countries are to submit their 
first report about the time lines that they anticipate with regard 
to the implementation of some of the specific obligations in the 
trade facilitation agreement. So that deadline is crystal clear. 

Now, you mentioned as did others that there have been some in- 
consistent signals from India, and we are extremely concerned 
about that. We are working very hard in the Obama Administra- 
tion to get off to a good start with the new Indian government. At 
Bali when we concluded the Trade Facilitation Agreement, we 
worked very closely; we negotiated very hard with India. They ne- 
gotiated very hard with us, but we reached an agreement, and ob- 
viously we have an expectation, as you pointed out that our trading 
partners will live up to their commitments. 

It also is critical to the WTO and the credibility of the WTO that 
this one agreement that we have been able to achieve in its 20-year 
history not evaporate six months after it was concluded. 

So for all of those reasons, this is a source of an awful lot of work 
on our part in trying to make sure that everyone sticks to what 
was agreed and implements the agreement starting with July 31st. 

Mr. SMITH. Would you agree that perhaps failure of reaching an 
agreement here actually negatively impacts consumers not only 
here at home but abroad? 
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Ambassador PUNKE. There is no question in my mind that the 
Trade Facilitation Agreement has enormous benefits for every 
member of the WTO, and there is overwhelming academic evidence 
that the biggest benefits of trade facilitation accrues in developing 
economies that are less integrated into the global economy. 

So I believe that the single most important development outcome 
that we achieved in Bali was the Trade Facilitation Agreement, de- 
spite the fact that we did not call it a development agreement. 

Mr. SMITH. Right. Okay. Switching gears just a Mt before I run 
out of time, we know that Mexico and Hong Kong have lifted their 
remaining age-based restrictions on U.S. beef, and I was just won- 
dering. You know, there are several other countries that have not 
lifted those age-based restrictions even though scientific evidence 
abounds relating to that. 

Is the Administration considering pursuing some WTO action on 
that topic? 

Well, congressman, my home town is in Torrington, Wyoming, 
which is about eight miles from the Nebraska border, and right on 
the border is a feedlot. So this is an issue that I understand per- 
haps from a similar perspective of you, despite being slightly across 
the border. 

We are dedicated in this Administration and at USTR that inter- 
national rules on trade be based on science, and we are pursuing 
that principle across numerous issues, including our efforts to pro- 
mote beef exports, and we will very much continue to do that. 

Mr. SMITH. Okay. Very well. Thank you very much. 

Mr. NUNFS. I thank the gentleman. 

The gentlelady from Kansas, Ms. Jenkins, is recognized for five 
minutes. 

Ms. JFNKINS. Thank you, Mr. Chairman. Thank you for holding 
this important hearing, and we thank you. Ambassador, for being 
here and for your good work. 

My home State of Kansas is a major producer of beef and pork, 
and as was shown in this Committee’s last hearing, the U.S. live- 
stock industry is very frustrated with difficulties of opening the 
Japanese market, and I can assure you that my constituents share 
that frustration. 

But the truth is the European Union has never come into compli- 
ance with the WTO findings in the beef hormones and biotech 
cases, sanitary and phytosanitary cases in which the U.S. has pre- 
vailed. Do you have any suggestions on how the U.S. should man- 
age the EU’s failure to respect its obligations under the WTO SPS 
agreement? Do you believe that ultimately a Transatlantic Trade 
Investment Partnership offers a better opportunity to get the EU 
into compliance? 

Ambassador PUNKE. Well, I think what is critical with regard 
to all of these difficult issues, and certainly the issues that you 
cited are among some of the more difficult issues that we have bi- 
laterally, whether it is Japan or the European Union, is that we 
use all of the tools in our toolbox to promote our interests. 

And so you mentioned WTO rules and WTO litigation, and as 
you pointed out, those are tools that we are applying and have ap- 
plied in the context of Europe. Europe, in fact, is paying compensa- 
tion having lost a case on beef hormones. 
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Now, that being said, as you point out, we are not yet satisfied 
in terms of our efforts to ensure that our bilateral trade is con- 
ducted on the basis of science. I think that T-TIP does provide an 
opportunity, another opportunity, for us to pursue this conversation 
with Europe. We are doing that. 

In fact, as we speak USTR has a team of negotiators in Brussels 
who are engaged in the sixth round of T-TIP negotiations. There 
is a specific interaction over the course of this week on SPS issues, 
and part of that discussion includes issues like beef hormones. Part 
of that discussion includes issues by biotech. 

And so we are not where we need to be yet in terms of results, 
but we are at the table literally today and using every one of the 
tools that we have at our capacity to try and achieve a science- 
based result. 

Ms. JENKINS. Okay. Thank you, Mr. Ambassador. 

I yield back. 

Mr. NUNES. I thank the gentlelady for yielding. 

The gentleman from Louisiana, Mr. Boustany, is recognized for 
five minutes. 

Mr. BOUSTANY. Thank you, Mr. Chairman. 

And, Ambassador Punke, congratulations on Bali, and thank you 
for the outstanding work you are doing along with your team. 

I want to revisit the Trade Facilitation Agreement because of the 
recent hurdles that have emerged, and given the importance of 
this, first multilateral since the formation of the WTO in 1994. 
This is really important, and all the nations will benefit, especially 
the African countries, India, Brazil and so forth. 

And yet everything seemed to be a go. We were just two weeks 
away from the deadline for the protocol of accession, and now India 
has created this difficulty by trying to merge some food security 
issues which should be dealt with in 2017, and I am trying to un- 
derstand what exactly is going on with that because we have a new 
Indian government under Prime Minister Modi who has touted 
themselves as a pro business individual, somebody who wants to 
engage more not only in opening up the business atmosphere with- 
in India, but also internationally. This is baffling to me, and so I 
was hoping you might shed a little more light on that. 

Second, the members of the African Union who have also raised 
a separate issue, I think it is with funding or to help build capacity 
for the facilitation agreement. Are the Indians and Africans col- 
laborating on this or are these two separate developments? 

Ambassador PUNKE. Well, I do not know the degree to which 
there is interplay between the Indians and Africans in terms of 
their discussions. They are raising in some cases slightly different 
issues, and so maybe I will address them separately. 

With regard to India, as you pointed out, there have been con- 
flicting signals even in the last 24 hours as to where India intends 
to come down on fulfilling its obligation under the Trade Facilita- 
tion Agreement, and we are certainly hopeful that the more posi- 
tive signals that we have heard are the ones that will prevail in 
Geneva at the General Counsel meeting next week. 

Ambassador Froman left Washington yesterday for a meeting of 
G-20 ministers in Sydney. I will be joining him there on Saturday, 
and this is an issue that we will be raising along with other G- 
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20 members very directly with India in an effort to get clarity on 
exactly where the Indians stand. 

I do remain hopeful that the positive signals will be the ones that 
prevail. 

With regard to Africa, you point out I think one of the most per- 
plexing aspects of this, which is that what every African country 
is doing domestically is seeking to improve its trade facilitation 
systems. What the Africans are doing regionally is regional cooper- 
ative efforts to improve trade facilitation. 

And so the notion that we would not also cooperate on this issue 
multilaterally in the WTO is perplexing, and that being said, we 
were able to reach an agreement, and the more recent signals from 
most of the Africans have been positive in terms of following 
through on their obligations. 

There are a couple of outlier signals from a very small handful 
of African countries, but obviously we’re hopeful that they will also 
respect their obligations by the time we get to the key moment 
next week 

Mr. BOUSTANY. Yes, I hope so. I know the Administration put 
forth this Power Africa initiative. Mike Froman has heen very 
much involved in it. That ought to be a clear signal that the United 
States is committed, but given the fact that trade facilitation will 
help these countries immensely, it is truly perplexing that they 
have taken this initial step. I hope we can get through it because 
earlier, as you said, this Trade Facilitation Agreement has basi- 
cally the impact of creating a virtual cycle with regard to Doha, 
and the actions of India and Africa, these African countries threat- 
en to take us back to where we were with the impasse on Doha, 
and that is a big concern I have. 

Finally, I just want to quickly ask you about China and the ITA. 
I was in China in March, as you know, and we pushed them really 
hard. I think the whole of government we are pushing. Do you 
think we will get a breakthrough at APEC with President Xi? 

Ambassador PUNKE. Well, I am extremely hopeful we will have 
an agreement, but we are not there yet. As you pointed out, China 
is hosting APEC this year, and we had been without even dialogue 
with China for almost six months prior to the APEC meeting in 
Chengdu. 

There was incremental but positive progress on ITA on the mar- 
gins of the Chengdu meeting in May. I was in Beijing last week 
with Ambassador Froman and with a number of members of the 
President’s cabinet in the context of the S&ED discussions. We 
pushed this issue very hard, not just Ambassador Froman, but also 
Secretary Kerry, also Secretary Lew, and we made more incre- 
mental progress. 

But we still are not where we need to be in, I think, achieving 
what the chairman referred to as a sufficiently long list where 
China is making an appropriate contribution to the overall agree- 
ment. 

We are going to keep pushing, and I think we can get there, but 
we are not there yet. 

Mr. BOUSTANY. Mr. Chairman, I think we need to send a 
strong signal to the Chinese to reach that level of ambition on ITA. 
I mean, they are one of the world’s largest exporters of technology 
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products, and for them to really in effect wreck this deal is not 
good. 

This is an opportunity for the new leadership in China to step 
up internationally and to provide leadership and do the right thing 
for the international community. 

Thank you. I yield hack. 

Mr. NUNES. I thank the gentleman. 

The gentleman from Illinois, Mr. Roskam, is recognized for five 
minutes. 

Mr. ROSKAM. Thank you, Mr. Chairman. 

Ambassador, I want to shift gears if I could and move from the 
details and on the ground sort of insights that you have been able 
to provide, and I have learned a great deal from this morning and 
I thank you for that, to a little bit more of a philosophical question, 
and so let me lay a premise out, and I would be interested if you 
think my premise is right, and what your observations are as 
somebody that is driving U.S. trade policy and really having an im- 
pact all around the globe. 

And here is what I have observed. I think that there is a pal- 
pable ambiguity in the United States on what the U.S. role should 
be in the world today. On the political left, and I do not want to 
over-characterize it, but you will get my drift; on the political left 
there is this feeling, and it kind of a hangover from Vietnam, a 
hangover from the debate about Iraq and weapons of mass destruc- 
tion, and so forth, and there is this natural reluctance to assert 
American power around the world. 

On my side of the aisle, in my party, there is a growing isola- 
tionism that is now becoming manifest in our debates and so forth, 
and it is shrouded in budget talk. You know, we cannot afford this, 
and so forth. 

And so here is my question. So what have you observed as some- 
body who is really uniquely on the global scene and interacting all 
around the world literally? How does trade fit into the assertion of 
American influence? 

And I am not talking sharp elbowed “have it our way,” but I am 
of the view that the United States and our presence around the 
world is a good thing. 

An Asian Ambassador yesterday put it very elegantly to me in 
my office, and he said, “We miss you more than ever,” meaning the 
United States. 

Can you give me your observations about how trade fits into this 
overall influence that we are trying to have, you know, as the Navy 
puts it, as a global force for good? It sounds like a bumper sticker, 
but it is a very apt way of trying to describe this. 

How does trade fit into this whole milieu? 

Ambassador PUNKE. Well, I think it is a very interesting ques- 
tion and a very interesting premise. I would disagree with the 
Asian Ambassador who would indicate in any way that the U.S. 
has been missing, and I think in listening to your question what 
I thought of was actually just the opposite in the following sense. 

One of the things that I think is unique about this moment his- 
torically in terms of U.S. leadership is the degree to which we have 
put ourselves really at the center pivot of critical discussions. We 
are at the center pivot of a discussion about Asian trade through 
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TPP. We are at the center pivot of a discussion about Atlantic 
Trade in T-TIP. We are at the center pivot of an effort to make 
the WTO a more productive place through leadership in TSA and 
ITA and environmental goods. 

So I really see us as being very well positioned right now if we 
can consummate those agreements, and that is the question that 
I think from a philosophical standpoint is the challenging one, is 
how do we build a bipartisan coalition that is supportive of trade 
and those agreements that I just described because the key thing 
from my perspective is that those agreements are the way that we 
have an opportunity to not only create economic opportunities for 
U.S. stakeholders, but also to promote our values globally. 

And the thing that is frustrating to me sometimes is I think that 
sometimes opponents of these agreements forget that this is not 
happening in the abstract. Our rivals are out there very actively 
seeking to put their own systems in place, and for example, in the 
context of TPP, we can be very certain that if TPP did not succeed 
that the Chinese would be quite happy to fill that vacuum with 
their RCEP agreement, and I can guarantee you that values and 
concerns that we have about things like environmental protection, 
consumer protection, labor rights will be far better served under 
TPP than they would be under Chinese leadership. 

Mr. ROSKAM. It seems that one of the areas where we can all 
work together, the Administration and this Committee, in par- 
ticular, and you sense a strong bipartisan commitment to free trade 
is to articulate at home how this is a winner for us, how this is 
a winner for our consumers, how this is a winner for our producers, 
and we need to shun the sort of thinking that says, “No, this is a 
zero sum game, and the only way somebody else benefits is at our 
expense.” 

And so to the extent that we can be actively participating with 
you in that debate, I would be honored to play that role. 

Mr. NUNES. The gentleman yields back. 

And I recognize the gentleman from Connecticut, Mr. Larson for 
five minutes. 

Mr. LARSON. Thank you, Mr. Chairman, and thank you. Am- 
bassador for your service. 

Following along with a number of the concerns that my col- 
leagues have addressed, I always like to try to take it back to my 
district and to a place called Angie & Ray’s. I do not know that you 
have been there. Ambassador, but if you ever get the chance, I 
highly recommend it. Larson’s special is not bad. 

But it is at Angie & Ray’s that you hear the unfiltered opinion 
of the community, and I am talking about everybody from the 
Chamber of Commerce to the insurance industry to the machinists 
at Pratt & Whitney, and it is there that we see this growing skep- 
ticism and divide about trade, and it is a great irony coming from 
a State that is primarily an export State that relies on trade. 

I think a lot of the angst comes from both the implementation 
of trade agreements with unenforceable provisions, aka such as the 
labor provisions in NAFTA, and also the enforceable provisions 
that while useful, often require years of deliberation and consider- 
able amounts of money before the enforcement actually takes place. 
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While the Administration clearly has been aggressive in utilizing 
the enforcement mechanisms available in the WTO, it is clear that 
more must be done to ensure that nations are living up to the 
standards that they agreed on, Mr. Roskam’s point, I think, that 
that would better have the public have a stronger feeling about it. 

So I have three questions that I want to pose to you, short ones, 
but what more is the Administration doing to ensure that Amer- 
ican businesses, manufacturers and laborers are playing on a level 
playing field? 

And that is the whole gist at Augie & Ray’s, is that they are not. 
They feel that we write tax policies that make it easier for people 
to go overseas, and then we end up in trade agreements that fur- 
ther hurt labor here at home. 

So what are we doing further to level the playing field with their 
competitors? 

Also, and again, this is something that Mr. Boustany raised as 
well, and I think it is generally held on the committee, our over- 
arching concerns with China who consistently retaliates when the 
United States brings an issue to the WTO for enforcement. It 
seems that these types of retaliatory actions have in many ways 
stalled the United States’ ability to move forward on issues like ad- 
dressing currency manipulation, which again has broad bipartisan 
support here in Congress and would have a real beneficial impact 
on the American workforce and send a clear message that, yes, we 
are staunchly persistent in wanting to enforce this. 

And last, because it is at that same place and because it is, 
again, an export State and a lot of small businesses and major 
manufacturers, they rely heavily on the Import-Export Bank. 

Has the USTR taken a position on the Import-Export Bank? It 
faces expiration this fall, and yet it is a vital tool, again, in terms 
of leveling that playing field. 

Ambassador PUNKE. Well, thank you. Congressman. Let me try 
and work my way through those starting with the initial observa- 
tion you made about the importance of labor and environment pro- 
visions being fully enforceable. 

We agree with that, and one of the things that we have made 
a hallmark of our efforts to negotiate in TPP and T-TIP is to seek 
labor and environment provisions that are not only fully enforce- 
able but also subject to dispute resolution the same as any other 
obligation in the agreement, including in the instance where a 
party prevails in dispute resolution and the losing party does not 
come into compliance, that there would even be the potential of 
trade sanctions to enforce those obligations. 

So we agree with you that that needs to be a central part of the 
way that trade agreements are negotiated in the 21st Century. 

To touch briefly on the other specific issues that you raised, what 
are we doing about leveling the playing field? Part of that, I think, 
is a very aggressive and constant effort with all of our major trad- 
ing partners to open up new opportunities so that there is not the 
ongoing situation where the tJ.S. market is more open than the 
market of our most important competitors. 

You know, the truth of the matter, and this is something that I 
think is relevant to the philosophical question that was raised by 
Congressman Roskam, is that the U.S. market is largely already 
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open. We made that decision beginning 60 years ago at the end of 
World War II. 

So we are more open than a lot of the countries that we are most 
worried about, and the only way that I know of to bring that into 
better alignment is to negotiate trade agreements where we lower 
the barriers that our competitors still maintain. But that requires 
us to engage and specifically to engage in trade negotiations and 
bring back trade agreements. 

The other aspect of that, I think is enforcement and dem- 
onstrating that we do not just negotiate the agreements and then 
they go away, but rather that there is vigilance there and that we 
will ensure that other countries live up to their obligations. 

I think enforcement has been a hallmark of this Administration 
just in the WTO context alone. We have brought 18 WTO enforce- 
ment cases. 

One of the things you mentioned is concern about the Chinese 
using inappropriate retaliatory litigation when we brought legiti- 
mate cases. That is something we have pushed back against explic- 
itly, and I might add also successfully in terms of their misuse of 
their domestic anti-dumping laws. So that is a place where we are 
very focused. 

The last point you raised, which I will just . . . though veiy 
briefly . . . because my position will not surprise you, is our posi- 
tion with regard to Export-Import Bank. Of course, USTR is 
strongly in line with the position of the Administration about the 
importance of extending the Ex-Im Bank and maybe the additional 
perspective that we bring to that is to see what our competitors are 
doing. 

And we know what we are up against, and I think the Ex-Im 
Bank is one of the things that helps to level the playing field in 
exactly the way that you were talking about. 

Mr. LARSON. Thank you. 

Thanks for the latitude, Mr. Chairman, also. 

Mr. NUNES. No problem. The time of the gentleman has ex- 
pired. 

I now recognize the gentleman from Wisconsin, Mr. Kind, for five 
minutes. 

Mr. KIND. Thank you, Mr. Chairman. Thanks for holding this 
very important hearing. 

Ambassador Punke, it is very good to see you again, and thanks 
for your service to our country. 

Let me ask you. Ambassador Punke, while I have got you here, 
a resources issue. I mean, right now we are engaged in TPP nego- 
tiations, T-TIP negotiations going on, trying to figure out a way to 
salvage and resurrect the Doha Round, the potential for 
plurilateral negotiations to help spur Doha. You have directly been 
involved in the ITA negotiations, especially with China. We have 
got the Environmental Goods Agreement that is pending. Trade in 
Services Agreement, Trade Facilitation Agreement coming out of 
the Bali Ministerial Round. 

Is our team in Geneva and is our USTR team being stretched to 
the limit right now in regards to our negotiating capacity, given all 
of these different items, which are tremendously important in their 
own right, but how are we doing as a Congress in making sure that 
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you and the entire USTR team have the resources that you need 
in order to do an adequate job of representing this country with so 
many balls up in the air at the same time? 

Ambassador PUNKE. Well, Congressman, thank you very much 
for that. We certainly are very grateful for the support that we 
have had from you specifically, but from the committee more broad- 
ly in terms of resources for the Office of the U.S. Trade Representa- 
tive. 

Look. We pride ourselves on being lean and mean at USTR, and 
we will always make do with whatever resources we are given and 
life off the land or do whatever else is necessary to make sure that 
we are fulfilling our mission. 

I think Ambassador Froman was asked this question a couple of 
months ago and noted the fact that there had been recent months 
particularly during the sequester when we were perhaps a little bit 
leaner than we wanted to be. I think we are in a slightly better 
position as of the last couple of months, and it has been gratifying, 
I think, to have the ability to field the teams in the places that we 
need to field them in order to engage robustly in all of the negotia- 
tions that you described. 

So we appreciate your support. We will make the most of the re- 
sources that we are given, and we know that in the type of budget 
environment that we are in, that all of us have to be very account- 
able in terms of how we spend scarce resources, but we will con- 
tinue the conversation with you about resources and USTR. 

Mr. KIND. All right. I gave you a softball. I gave you a chance 
to ask for more, but I am not hearing a specific list of concerns 
right now. 

What about retention? Obviously you have been in place for 
about four and a half years, a little over four years. Obviously a 
lot of this requires a lot of experience, background, relationship 
building, too. How are we doing in keeping the team constitutes? 

Ambassador PUNKE. We are doing pretty well, given the fact 
that USTR’s very talented staff has lots of opportunities. I think 
one of the things that I love about the agency that I work at is that 
people are very dedicated to their mission. They genuinely love 
their work, and so people tend to stick around. 

That is not true across the board, and there are areas where, you 
know, we always would hope for a longer retention, but I think as 
a general matter we are doing okay. 

Mr. KIND. What is your assessment of where Doha is at the cur- 
rent state? Obviously we have a new General-Director Azevedo, 
who has tried to resurrect and breathe new life into it and that, 
but to say it has been disappointing as far as lack of progress 
would be an understatement. Here I think you appreciate that, too. 

But this was the opportunity of being able to bring those devel- 
oping and emerging economies into the global trading system, and 
it just seems to be a disappointment so far. 

Ambassador PUNKE. Well, we are at a critical juncture just over 
the next two weeks because Bali gave us a chance, but over the 
next two weeks we will find out whether or not WTO members are 
sticking to their Bali commitments. If they stick to their Bali com- 
mitments and we can continue to point to trade facilitation and the 
other Bali agreements as areas where it worked, that gives us a 
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chance of grappling with the higger issues like the one that you 
pointed out of the appropriate role of the emerging economies. 

If Bali falls apart, it is very difficult to imagine that we are going 
to be able to have that conversation about post Bali in any kind 
of a credible way. 

Mr. KIND. Geographic indicators at EU, is this insurmountable 
or do we have tools with WTO to help? 

Ambassador PUNKE. Well, it is a huge issue with the EU, as I 
know you know well coming from where you come from, and I will 
say very clearly in the context of T-TIP that we will not be bring- 
ing the European system of geographic indications to the United 
States. 

At the same time, we will be pressing very hard for access for 
our agricultural products in the geographic indication domain into 
the European market, and that is a conversation that is difficult 
and very significantly different viewpoints obviously between us 
and the European. 

But I have discovered something quite interesting in my time in 
Europe over the last four and a half years that we are injecting 
into that conversation, and this will be of interest to you, I think. 
Congressman, and that is I have discovered the phenomena of 
something called German feta cheese, and I have also discovered 
the phenomena of something called French gruyere, and I am not 
an expert on cheese the way that people form your State might be, 
but I do know that gruyere is not in France, and so that is the type 
of anomaly that we are pointing out to our European colleagues in 
trying to address this issue of geographic indications in the context 
of T-TIP. 

Mr. KIND. All right. Thank you, Mr. Ambassador. 

Thank you, Mr. Chairman. 

Mr. NUNES. Thank the gentleman. 

The gentleman from Minnesota is recognized for five minutes. 

Mr. PAULSEN. Thank you, Mr. Chairman. 

And, Ambassador, just I want to reiterate just a thank you for 
your daunting and continued efforts in leadership in advancing the 
trade agenda. 

A couple of things I want to just touch on real quick. As you well 
know, health care is playing a very increasing role in the tJ.S. and 
global economies, and there is no doubt it is the largest private sec- 
tor employer in the United States. It is one of the largest and fast- 
est growing sectors in the world economy. It is also one of Amer- 
ica’s key economic drivers of innovation and cutting edge research. 

And it is not just pharmaceuticals or medical devices that a lot 
of folks just think of We are actually talking about opportunities 
in our health care service delivery now in terms of express delivery, 
hospital design, doctors, nurses, insurance companies, health IT 
systems, as well as logistics. 

You know, my colleague on the committee, Ron Kind, who was 
just speaking a minute ago, and I have even gone so far as to ask 
Ambassador Froman to consider adding a position that would have 
USTR dedicate a position on health care trade. Can you just com- 
ment or add some thoughts about the role or the importance that 
you see right now that this sector has in your work in Geneva or 
in trade negotiations? 
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Ambassador PUNKE. Well, thank you for that question, Con- 
gressman Paulsen. 

There is no question that we see health care as being an enor- 
mously important sector in all of the manifestations that you de- 
scribed. You know, just last week in Beijing we were pressing the 
Chinese specifically on the information technology agreement with 
regard to tariffs on things like MRI machines, CAT scans, 
implantable medical devices. 

But we are also very aware, as you point out that health care 
is not just goods. It is also significantly services, and one of the, 
I think, most helpful or most hopeful fora for seeking to promote 
those type of opportunities in terms of U.S. services is through 
TiSA. 

You mentioned insurance. You mentioned health IT logistics. You 
mentioned, you know, the provision of health care services them- 
selves. All of those are issues that are under discussion in the TiSA 
context right now, and we see enormous potential. 

Obviously those are also part of the various bilateral and re- 
gional agreements. So we are very focused on that issue set. 

Mr. PAULSEN. Good. And let me follow up with sort of a dif- 
ferent topic here. When the TRIPS agreement was negotiated 20 
years ago, there was some disagreement whether intellectual prop- 
erty was truly a trade issue, and developments since then have cer- 
tainly answered the question. The answer is yes, and IPR is now 
actively traded whether it is in the form of cross-border licensing 
agreements or sales of IPR portfolios or a cloud computing services 
and other services that allow foreign clients to have access to U.S. 
companies’ intellectual property rights. 

In fact, IPR now accounts for the major portion of the value of 
many of U.S. exports. If you take the iPod, for example, the value 
of Apple’s IPR accounts now are far more than the value of the 
final product in terms of shipping and distribution and assembly. 

Yet there are a lot of countries within the WTO that continue to 
question intellectual property rights, especially copyrights and pat- 
ents for innovative medicines. 

What are you doing to ensure that WTO members comply with 
those TRIPS obligations to help build greater understanding within 
the WTO of the importance of IPR? 

Ambassador PUNKE. Well, it is an ongoing focal point for us in 
terms of enforcement. And I talked earlier about the premium that 
this Administration has placed on enforcement and specifically on 
intellectual property enforcement, whether it is with regard to the 
TRIPS agreement and our opportunities in the WTO to pursue this 
multilaterally; whether it is with regard to a new negotiation like 
T-TIP where we have another country in the form of the European 
Union that actually has quite high standards with regard to intel- 
lectual property, and we see the potential to work together to cre- 
ate a standard that can be pointed to in future negotiations with 
other parties, whether it is with regard to a country like China or 
India, which was mentioned, as places where we have significant 
concerns about intellectual property compliance and we are pur- 
suing enforcement; whether it is through bilateral discussions or 
litigation. 
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We are using the whole toolbox across the whole range of issues 
precisely because I think we recognize that what intellectual prop- 
erty is about is innovation and protecting innovators, and we obvi- 
ously want to continue to be an innovation society. 

Mr. PAULSEN. Thank you, Mr. Chairman. I yield back. 

Mr. NUNES. I thank the gentleman. 

Ambassador, I would like to thank you for your testimony today. 
Our record will remain open until July 30th, and I urge interested 
parties to submit statements to inform the committee’s consider- 
ation of the issues discussed today. 

This hearing is now adjourned. 

[Whereupon, at 11:17 a.m., the subcommittee was adjourned.] 

[Questions for the record follow:] 
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Questions lor the Record 
Ambassador Michael Punkc 
July 16, 2014 Hearing 

Advancing die U.S. I rade Agenda: Tlic World Trade Organization 
Questions from Rep. Boustany 

1 ) T rade in Sen ices Agreement 

The Trade in Sendees Agreement, orTiSA, has massive commercial potential, and could be 
a major source of job creation for U.S. firms. .And if you look at our economy, we have a 
compelitivc advantage in this area, w ith 75 percent of the U.S. GDP being in sendees, 

80 percent of the private sector employment, and currently 30 percent of our exports. 

As I look at TISA, 70 percent of the world market is represented with those countries, and 
while TiSA negotiations are making good progress, I understand that delegations in the 
WTO are trying to frame the post Bali work plan for the remaining subjects from the 
stalled Doha agenda, which also includes sendcc.s. 

Can you give us the assurance that the United States will nut agree to any post-Bali work 
plan that would prejudice or impede the TiSA negotiations as a separate plurilateral 
services agreement? 

As I’ve mentioned in the past, I believe that TiSA is a way to empower even the smallest 
nations to develop and grow. VA'hat do you sec as the next step for TiSA? 

Response : 

The Trade in Services Agreement (TiSA) is an initiative that is separate and distinct from the 
post-Bali w ork program and we will continue to work on that basis going forward. 

As the negotiations continue, we hope that TiSA will establish global best practices that support 
economic development and intemalional competitiveness. We are working to accelerate the 
pace of negotiations to bring TiSA toward completion as quickly as possible. Over lime, we 
hope that others w ill adopt these practices, whether that is by joining TiSA, applying them 
unilaterally in their domestic regime, or incorporating them into the multilateral trade 
framework. 

2) Transatlantic Trade liiveslmcnl Partnership 

The United States has always sought ways that the WTO could more effectively tackle 
trade barriers, including sanitary and phytosanitary barriers to agriculture trade not 
based on sound science. 

The European Union's (EU) regulatory framework for plant protection products - 
speciTically, the hazard based approach to pesticide registration articulated by EU 
Regulation 1107/2009 (DG Environment) - appears to run afoul of the WTO Sanitary and 
Phytosanitary Agreement to which the EU and the United States are a 
signatories. Unfortunately, the EU-DG Environment is proposing to increase its regulatory 
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yucslions for the Record 
Ambassador Michael Punkc 
July 16, 2014 Hearing 

Advancing the U.S. Trade Agenda; The World Trade Organization 

divergence From the U$ and other developed nations by including endocrine disruption as 
another basis for “categorization” within this regulation. 

The EU has never come into compliance with the WTO findings in the beef hormones and 
biotech cases - SPS cases in which the ll.S. prevailed - and the settlements we have reached 
don't put the EU in compliance with its obligations. Ambassador Punke, do you have any 
suggestions as to how we should manage the Eli's failure to respect its obligations under 
the WTO SPS Agreement? 

Response : 

Tlic U.S. trade and investment relationship with the EU is the largest and most comple.x 
economic relationship in the world. Resolving unwarranted barriers with the European Union is 
a high priority for the Administration to improve access to this important market. We use a 
variety of venues and mechanisms to seek resolution of unwarranted measures and to ensure that 
such meiisures be grounded in science. Kor e.xamplc, we raise concerns in bilateral meetings, at 
the WTO, and in parallel to negotiations of the Transatlantic Trade and Investment Partnership 
(T-TIP). We will continue to use all tools available to advance w ith the EU science-based 
measures. 

3) Transatlantic Trade Investment Partnership 

According to a European Commission spokesperson, U,S, and European Union trade 
officials held stocktaking and poiiticai meetings in the early fall as the next step in major 
trade talks between the two sides. The U.S. hosted the seventh round of Transatlantic 
Trade and Investment Partnership (TTIP) negotiations in October. The two sides are 
working for progre.ss on opening more agricultural access in the EU and deepening access 
to the U.S. guvernnienl procurement market. 

Given the EU's spotty track record of compliance with its obligations under a WTO 
Agreement, what can we do to ensure that the EU respects its obligations under a TTIP 
agreement? 

Response : 

The Transatlantic Trade and Investment Partnership (T-TlP) negotiating tcanus have been 
making steady progress over the course of seven negotiating rounds, starting in July 2013. We 
are working to eliminate tarilTs on trade in goods, including agricultural and industrial products, 
increase market access for services and investment, eliminate unnecessary regulatory barriers to 
trade, and negotiate other disciplines aimed at increasing our bilateral trade and investment and 
at addressing global issues of common concern. We are also seeking to include in the agreement 
binding obligations, subject to dispute settlement, that are aimed at supplementing and improv ing 
implementation of WTO commitments, including those in the WTO Sanitary and Phytosanitary 
(SPS) Agreement and the Technical Barriers to Trade (TBT) Agreement. In addition, we are 
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seeking to establish mechanisms, such as joint committees, that will closely monitor 
implementation of the T-TIP agreement, particularly in the areas ofSPS and TBT, and will 
provide a I'orum to address Issues that may arise with regard to specitic obligations atJer entry 
into force. We believe these T-TIP obligations can reinforce the EU’s adherence to its WTO 
obligations. 

4) Transatlantic Trade Investment Partnership 

The ELI is currently considering new regulations for endocrine disruptors that are not 
consistent w ith requirements of the WTO SPS Agreement. The ED approach w ill impact 
not only on trade in pesticides - current and future - but also will impact trade in food, 
feed and seed products produced using these pesticides. The import tolerance specified by 
the ED for •'categorized” compounds is typically effectively zero, so even trace amounts of 
a compound that becomes “categorized” as an endocrine disrupter or potential endocrine 
disrupter will likely prevent the food, feed or seed product from entering the ED. 

D.S. exports of raw agricultural commodities to the E.ll. could be reduced by 
approximately DS$3.9 billion as a result of this policy change for endocrine classification. 
The largest effects would be fell in exports of tree nuts and fruits (DSSI.SS billion); 
soybeans and peanuts (DS$I.S2 billion); and grains (DSSfl.SV billion). Including food and 
feed products processed from these commodities would increase the potential effect to 
DSS4.6 billion. 

What is DSTK doing to assure that this does not happen? 

Response : 

We support approaelies that ensure health and safety measures are based in science and that 
protect the public. ll.STR is working closely with the Environmental Protection Agency ( EPA ). 
the U.S. Department of Agriculture (USDA) and others to provide input into the EU's public 
consultation proce.ss to help ensure that the EU considers the relevant science. 

5) Commodity Specific: Rice 

D.S. rice producers and exporters are being disadvantaged by excessive support programs 
in foreign countries like Thailand, Metnam and India. The.sc programs are supporting rice 
production that ends up on the world market, putting downward pressure on global prices 
and providing unfair competition to D.S. farmers. There is evidence that the.se programs 
arc providing amber box support well in excess of these cuuntrie.s' WTO commitments. 

What steps is the .Administration taking in Geneva to hold these countries to their WTO 
domestic support obligations? 
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Response : 

USTR continues to work to level the playing field lor U.S. farmers, including U.S. rice 
producers, around the world. We are actively pre.ssing countries on their domestic support and 
other agricultural policies in the WTO Committee on Agriculture (COA). At the most recent 
COA meeting on November 1.4, 2014, for example, the United States, with other WTO 
Members’ support questioned Thailand and India on their domestic support programs. We will 
continue elTorts to ensure both that WTO Members provide all required transparency lo their 
programs and comply with subsidy disciplines, 

6) Commodity Specific: Rice 

Many advanced developing countries are woefully behind in their reporting to the WTO of 
domestic supports to their agricultural sector, India comes lo mind as a prime violator. 
Timely and comprehensive reporting of domestic .support ievels is crilicai to an assessment 
of whether countries are adhering to their WTO obligations. 

What steps is the Administration taking to insure compliance with this basic WTO 
reporting requirement? Ab.sent timely reporting, what is being done to estimate domestic 
support levels in advanced developing countries? 

Restxvnsc : 

USTR continues to actively press countries lo comply with transparency obligations at every 
opportunity, including most recently at the WTO Committee on Agriculture meeting on 
November 13. And we have had results. For example, India in September 2014 finally notified 
its domestic support for the years 2005-20 II. USTR and the U.S. Department of Agriculture 
(USDA) work in partnership to monitor and analyze domestic support being provided by other 
WTO Members. I al.so raised the is.suc of China’s compliance with its transparency requirements 
at an Agriculture Committee Special Session meeting on November 27. 

7) Commodity Specific: Sugar 

India's export subsidies for sugar appear inconsistent with WTO rules. For example, India 
introduced export subsidies for raw sugar earlier this year and, despite criticism by other 
WTO members, has refused to withdraw them. 

These subsidies appear to be in contravention of WTO rules. What is the Administration 
doing about it? 


Rcsttonse : 

USTR and the U.S. Department of Agriculture (USDA) work in partnership to monitor and 
analyze domestic support programs being provided by other WTO Members, including India's 
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policies supporting various commodities. For e.vample. at the most recent WTO Committee on 
Agriculture meeting on November 1 3, the United States and other countries questioned India’s 
support policies for several commodities, including on sugar. India’s domestic programs will 
also be a focal point of di.scussions in the coming months concerning the Doha Development 
Agenda. 

Questions from Rep. Roskam 
1) Agriculture Exports 

I appreciate your testimony on the WTO and efforts to eliminate unscientific barriers to 
trade posed by restrictions that violate the SPS agreement. The United States has benefited 
tremendously from free trade, and it is e.s.sential that we work to create an open trade 
system that allows American companies to flourish. 

I have significant concerns that the USDA catfish program would create the same type of 
barriers to trade that we have asked other countries not to do to us. USOA has stated that 
catfish is a low risk food and the ability for USDA to improve the food safety of catfish is 
"unknown." The New York Times reported last month that 10 ASEAN Amhassadors 
wrote to Ambassador Froman opposing this program, and some have already hired WTO 
lawyers to bring a suit against the US if the USDA ratfish program is implemented 

The USDA catfish program and an impending YVTO suit would have an immediate and 
significant impact on Illinois as seafood processors will become subject to duplicative 
regulation by FDA and USDA and Illinois agriculture exports could be subject to WTO 
retaliation based on this program. 

I understand that the USDA catfish program final rule is currently pending at OMB for 
final review. What is USTR doing to address potential YYTO issues concerning the USDA 
catfish program? 

Response : 

1 understand your concerns about the issues related to the new Farm Bill. The linal rule is 
currently being reviewed by the OITice of Management and Budget (OMB), including for 
consistency with international obligations. 

Questions from Rep. Reed 

1) Geographical Indications 


As you noted in your remarks, the EU's approach to geographical indications (Gl) puses a 
serious concern. Of most far-ranging concern is the advanced effort by many EU countries 
to use the World Intellectual Property Organization (WlPO) as an end-run around long- 
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running WTO discussions regarding GIs. The effort to expand the WlPO agreement on 
GIs poses a very serious concern regarding existing WTO obligations given the fact that 
there do not appear to be efforts underway to minimize the trade impacts that will occur 
from the expansion of this WIPO agreement. 

What is (JSTR doing in Geneva to address this concern and ensure that the EU will not be 
able to successfully use a newly expanded and redrafted international-level agreement on 
GIs to unfairly block U.S. exports? 

Response : 

We share your concerns about die EU’s approach to GIs that block U.S. exports to the European 
market and efforts to expand the WlPO-adminislcrcd Lisbon Agreement for the Protection of 
Appellations of Origin tind their International Registration, to which the U.S. is not a party, to 
cover GIs generally. USTR. in close coordination with the United States Patent and Trademark 
OITicc and the U.S. State Department - the lead U.S. agencies in WIPO - as well as other 
relevant agencies, is engaging intensively in Geneva as well as bilaterally with numerous trading 
partners to address our serious concerns with the Lisbon Agreement negotiations. 

Questions from Rep. .lenkins 

I) WTO Enforcement 

Since the creation of the WTO, the United States has been involved in nearly half of the 
disputes brought under the agreement. In many cases these disputes have been settled 
favorably, however, in some instances where the United States has prevailed, the ulTendiiig 
country has failed to remedy the w rong, sometimes for many years. One glaring example is 
China, which has still not come into its compliance in the electronic payment services case. 
In addition, it is well documented that certain exporters in that country try to evade US 
antidumping and countervailing duties by tran.sshipping products through third 
countries. Plea.sv explain what the Administration is doing to addrc.ss tran.sshipmcnt. And 
what more can be done to ensure that WTO members are complying with their 
obligations? 

Response : 

As you noted. USTR vigorously enforces U.S, rights under international trade agreements. At 
the WTO, USTR uses WTO committees to raise issues of concern and build coalitions and, 
whenever necessary, uses the dispute setUemenl system to vindicate U.S, righLs. Since 2()()9. 
USTR has brought 18 WTO complaints again.sl large and strategic trading partners, such as 
China. India. Indonesia, and Argentina. We have achieved significant successes in these 
disputes, and just this year USTR has announced four significant WTO victories, including on 
China's unjustified extra duties on American cars and sport utility vehicles (SUVs); on China's 
export duties and quotas on exports of rare earths, tungsten, and molybdenum; on Argentina's 
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import licensing requirement and other import restrictions; and on India's ban on various U.S. 
agricultural products, such as poultry meal. eggs, and live pigs, allegedly to protect against avian 
inlluenza. In each of these significant disputes. USTR has obtained WTO findings that our 
trading partners have breached WTO rules, and we will continue to pursue a number of active 
WTO disputes and may bring additional disputes as appropriate la ensure that America's 
workers and businesses are able to seize all of the job-supporting opportunities available under 
U.S. trade agreements. 

Once vve have obtained favorable WTO findings, USTR uses a variety of approaches to ensure 
that our trading partners comply w ith WTO rules, including pressing for lull compliance in 
bilateral and multilateral fora, as in the electronic payment services dispute with China, or 
pursuing further WTO litigation, as in the case ol China's continuation of duties on specialty 
steel. With respect to the former dispute, China's State Council recently announced that it would 
open the electronic payment services market to qualified foreign and domestic companies. We 
continue to press China to issue the regulations that would permit companies access to the 
market on fair and open tenns. These approaches are not mutually e.vciusive, and vve continually 
assess each situation to determine the optimal step. 

This Administration is also committed to the vigorous enforcement of our trade remedy laws to 
protect U.S. workers and businesses from unfair competition and allow' them to compete on a 
level playing field. U.S. Customs and Border Protection (CBPj. as well as Homeland Security 
Investigations (HSI) and other entities w ithin the U.S. Department of Homeland Security (DHS) 
are critical to our elTorts to en.sure tliat we have a meaningful system in place to protect U.S. 
workers and businesses from unfair trade actions or actions to circumvent our laws. We arc 
working with our interagency partners at the U.S. Department of Commerce, DHS, and CBP to 
help ensure the vigorous enforcement of our antidumping duty (AD) and countervailing duty 
(CVD) laws, and we will continue to hold other WTO Members accountable for their 
international obligations. 

Questions from Rep. Reichert 

1) Environmental Goods Agreement 

The WTO Environmental Goods Agreement has the potential to lower costs and promote 
widespread usage by consumers and industries around the world for cncrgy-cfficicnt 
products and technologies. To maximize the potential benefits, I believe that negotiators 
should he creative and consider products that achieve their intended use in a variety of 
applications in an energy-efficient way. Such a list could include ceiling fans for heating 
and cooling and light bulbs and fixtures for lighting. Arc negotiators thinking in these 
terms? How can we work with you to promote a robust list of products? 
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Response : 

The WTO Environmental Goods Agreement (EGA) represents an important opportunity to 
advance our trade and environtnental objectives. We have reviewed the comments that we have 
received from busincs.ses, environmental groups, U.S. government agencies, and Congress, and 
are taking these into account as we develop U.S. product proposals and positions in the EGA 
negotiations, including input on ceiling fans and lighting. We will continue to work closely with 
you and your colleagues to achieve an EGA that is both environmentally credible and 
commercially significant. 

2) Information Technology Agreement 

To follow-up on an issue raised by several of my colleagues, now is a critical time to push 
for an ambitious expansion of the ITA. Some priority products for this expansion include 
digital displays, set-top boxes, speakers, GPS systems, music players, and video cameras. 
How are you keeping up pressure on China and other countries to keep these products in 
the negotiations and final agreement? Are our European counterparts working with us to 
maintain a robust outcome? 

Response : 

An ambitious expansion of the Information Technology Agreement (ITA) is a U.S. trade policy 
priority. We arc working intensively with our global partners to conclude this important trade 
objective. At the recent Asia-Pacific Economic Cooperation (APEC) leaders meeting. President 
Obama announced that the United States and China had reached an understanding to expand the 
scope of goods covered by the ITA. This understanding provided the basis for the resumption of 
plurilateral negotiations in Geneva in December 20 1 4. We will continue to work closely with 
key participants to bring about the successful conclusion of this plurilateral negotiation in 
Geneva. 

Questions from Rep. Sander Levin and Rep. Charles Rangel: 

1) WTO Secretariat's Criticism of WTO-Consistent Measures 

The WTO Secretariat has developed a “trade monitoring” program where, among other 
things, it identifies “trade-restrictive” measures. These measures include U.S. laws enacted 
by the Congress, as well as U.S. regulations and administrative programs and 
investigations. For example, the Secretariat identifies the extension of the National Dairy 
Promotion and Research Program, which, according to the Secretariat, introduced a fee 
that “applies to both imports and domestic production.” It also identifies ail investigations 
into whether imports into the U.S. arc being dumped or unfairly subsidized and causing 
material injury to a U.S. industry. The Director General of the WTO has expressed 
concern over these measures - regardless of whether the measures arc fully consistent w ith 
the agreements reached hy the sovereign members of the WTO. 
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The concern expressed about anlidumpinf; measures is particularly disturbing. The 
sovereign members of the WTO have agreed that dumping “is to be condemned” and have 
explicitly authorized the investigations criticized by the Secretariat, as well as the 
application of antidumping duties, as the appropriate response. Similarly, countervailing 
duties are applied to address trade-distorting subsidies that cause material injury to 
domestic industries. If the Secretariat of this member-driven organization has any role to 
play in expressing concerns, it should be expres.sing concerns over the dumping and unfair 
subsidization of products on the world markets, not over measures taken to address those 
unfair trade practices. 

The Secretariat also categorically praises “trade-facilitating measures,” despite the fact 
that some trade-facilitating measures are trade-distoiTive, and some are inconsistent with 
the rules agreed to by the WTO members. 

Do you agree that the Secretariat’s criticisms of these measures are disturbing? Is it 
appropriate for the WTO to he making overarching statements condemning trade- 
restrictive measures and praising trade-facililative measures? What does U.STR believe In 
be the appropriate role for the WTO to play with regard to labeling “trade-restrictive” or 
"protectionist” measures? What is the United Stairs doing to address this i-ssue at the 
WTO? 

The Secretarial also describes the main function of the WTO as seeking “to ensure that 
trade Hows as smoothly, predictably and freely as possible." What, in your view, is the 
main function of the WTO? Should a central function of the WTO he to ensure that trade 
flows as fairly as possible (i.e., in accordance with the rules established by the WTO 
members themselves)? 

Response : 

We have noted in past discussions on the WTO Secretariat's report, which generally performs a 
useful function related to implementation of Ci-20 pledges to avoid protectionism, that it is not 
appropriate to consider trade remedy actions a.s trade re.strictive measures or to characterize them 
as protectionist. WTO rules are clear in this regard. That said, the Secretariat's report plays no 
role in assessing compliance with WTO obligations and it will not change our vigilance in 
holding our trading partners accountable. 

2) Appellate Body Overreach 

There is widespread and growing concern among WTO members. Members of Congress, 
and legal scholars that on too many occasions the Appellate Body has gone beyond 
interpreting agreements. In some instances the Appellate Body has established new 
obligations that the WTO members never agreed to accept. These decisions make 
negotiating new agreements at the WTO even more difficult as countries are often unsure 
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how the Appellate Body will interpret the text of a new agreement. In your view, what can 
be done to address Appellate Body “overreach”? 

Response : 

We share the concern about Appellate Body overreaching in certain reports, recognizing that the 
Appellate Body has in some cases reversed strong panel reports, particularly in the area olTrade 
remedies- The United States is an active user of the WTO dispute settlement .system to enforce 
its rights and vve want and need a system that understands and respects its role. We seek, 
through our advocacy in particular disputes, our participation in the Dispute Settlement Body, 
and our engagement with other WTO Members, to ensure that the Appellate Body exercises only 
its role as set out in the Dispute Settlement Understanding and the WTO Agreement. We have 
also introduced for discussion potential guidance that WTO Members could provide to panels 
and the Appellate Body to clarify their role in resolving disputes. We will continue to work with 
the Committee on this important issue. 

3) Enforcement 

An important part of our W'TO trade agenda needs to be enforcement of the rules that are 
already in place. Enforcement and enforceability are what give meaning to the existing 
rules and our efforts to create new rules. Please describe tbe areas where the 
Administration .sees the most meaningful opportunities for bringing offensive cases at the 
WTO in the future. Further, please discuss the role the Interagency Trade Enforcement 
Center has played thus far and the role you see it playing in the future in enhancing the 
ability of USTR's litigators to pursue and defend U.S. trade interests through enforcement 
actions at the W'TU. What more can Congress do to support USTR’s enforcement efforts 
to level the playing field for our companies and workers? 

Response : 

Vigilant monitoring and rigorous enforcement of U.S, trade rights is necessary to ensure diat 
America’s working families arc able to seize all of the job-supponing opportunities available 
under U.S. trade agreements. Under this Administration. USTR has vigorously enforced U.S. 
rights at the WTO, bringing 18 WTO complaints since 2009 against major trading partners, such 
as China. India. Indonesia, and Argentina. These complaints have covered practices such as 
trade-distorting subsidies, export restraints on raw materials, import licensing barriers for 
industrial and agricultural products, local content requirements, retaliatory use of trade remedies, 
and non-sciencc-based measures. 

These restrictions have affected or had the potential to affect signillcant amounts of trade. For 
example, the United States recently prevailed in a dispute linding that China breached WTO 
rules by imposing unjustilled extra duties on American cars and SUVs; in 2013, an estimated 
S5. 1 billion of U.S. auto exports were covered by those duties. In another recent dispute, the 
WTO found that China breached WTO rules by imposing duties and quotas on exports of rare 
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earths, tungsten, and molybdenum. Those export rcsIrainLs promote China's own industry and 
di.scriminulc against U.S. companies using those materials, which are key inputs by American 
manufacturing sectors, including hybrid car batteries, wind turbines, energy elTicient lighting, 
steel, advanced electronics, automobiles, petroleum, and chemicals. And over recent years, we 
have seen that similar restrictions have been adopted by difTercnt WTO Members while other 
restrictions have been repeated by the same Member. These developments make it all the more 
important that U.STR have the focus and ability to bring resource-intensive enforcement actions 
in the W'l O. as necessary, to vindicate U .S. rights. 

USTR will continue its enforcement efforts with a focus on opening large, strategic markets, and 
combatting piilicies and practices of concern. Operationally housed at USTR. ITEC is a partner 
and enhances enforcement efforLs using expertise from across the federal government. With its 
interagency team of multi-lingual researchers, subject matter experts, and economic analysis, 
ITEC leverages and mobilizes federal government resources and expertise to address unfair 
foreign trade practices and increase engagement with foreign trade partners. Examples of some 
of the issues ITEC is currently examining include various types of subsidies in a number of 
countries, intellectual property rights issues, and assorted lax issues that could provide export 
subsidies or benefit locally produced goods over imported goods. 

Quc.stinn from Kcp. Sander Levin: 

I ) Environmental Goods Agreement 

Negotiations of the Environmental Goods Agreement (EGA) recently began. These 
negotiations have the potential to make it more cost efrective to address a wide range of 
environmental Lssues and increase U.S. exports. Of course, there are a number of difficult 
issues that w ill need to be resolved. For instance, the scope of the EGA is uncertain at this 
stage, both in terms of product coverage and obligations. What is USTR’s approach to 
determining which goods should be covered under the EGA? Further, what is USTR’s 
approach to addressing non-tariff barriers (NTBs) in the EGA? 

Resnunse : 

Tile WTO Environmental Goods Agreement (EGA) represents an important opportunity to 
advance our trade and environmental objectives. 

We have taken a pragmatic, slcp-by-slcp approach on environmental goods over the past several 
years, building a coalition of countries committed to libenilizing trade in these important 
technologies, first in APEC and now in the WTO. 'Ihe next step is to secure agreement to 
eliminate laritTs on a broad range of environmental goods through Ihe newly launched EGA 
negotiations. We also recognize the critical importance of addressing non-lari IT barriers in this 
and other sectors, and will work closely with stakeholders to address them in the WTO and other 
fora. Successful, timely completion of the EGA will require a focused effort among WTO 
Members. 
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We ha\e reviewed the comments that we have recei\ cd from businesses and environmental 
groups, including through consultations with our cleared advisors and the public hearing we held 
on the issue, and are taking this input into account to develop U.S. product propo.sals and 
positions in the EGA negotiations. We will continue to work closely with Members of Congress 
to achieve an CGA that is both environmentally credible and commercially significant. 

Queslinn from Rep. Richard Neal: 

1) .SOEsinTiSA 

I was pleased to see that TibA negotiations are progressing, and I appreciate the update 
Ambassador Punke provided. I'm interested in one particular area of the TiSA 
negotiations: state-ow ned enterprises (SOEs). What is lISTR's plan for addressing SOE.\ 
in TiSA? Does U.STR plan on proposing SOE disciplines where each country would be 
required In make horizontal commitments? 

Response : 

We believe that unfair competition with state-owned enterprises (SOEs) can pose a serious 
challenge lor U..S. service suppliers. We are working with stakeholders and other agencies in 
order to assess whether to develop horizontal disciplines on .SOEs, and will consult with you as 
our thinking evolves. 

Qucsthins from Rep. Richard Neal and Rep. Ron Kind: 

I) China in TiSA 

Ambassador Punkc, I appreciate your previous statements expressing concern over China 
joining the TiSA negotiations. China has been a difficult party to negotiate with in the 
past, such as in the Doha Round, and we have continued to struggle with China in current 
negotiations, including ITA. China also lacks transparency, which can make it extremely 
diflicult to know whether it is implementing its obligations. Do the other TiSA parties 
believe that China should join the TiSA negotiations? Under what circumstances would 
you be willing In include China in the TiSA negotiations? 

Response : 

The United Stales and other Trade in Services Agreement ( I iS A) participants have committed to 
meeting the high standards we arc pursuing in TiSA. These .standards include providing a high 
degree of market access for key service sectors and the adoption of new rules to address 
emerging trade issues, including in particular in areas related to the supply of serx ices over the 
Inteniet. As with previous new entrants, we would need to have strong assurances that China is 
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ready to move forward in these areas before the United States would join any consensus to allow 
China to join the TiSA negotiations. 

Question from Rep. John Larson; 

I) China as a ‘Responsible Stakeholder' 

I am concerned about the impact China has had on the WTO as an institution and the 
multilateral trading system. We have come to assume that China will retaliate against the 
United States or U.S. companies if the linked Stales or its companies seek to enforce the 
rights afforded by the WTO Agreements. In your view, what are the consequences of 
tolerating this ty pe of behavior by a WTO member? Are there any rules in the WTO that 
prohibit this kind of unilateral retaliation, which has not been authorized by the WTO? 
What are the options the United Stales and others have to push back on China both 
formally and informally at the WTO? What has USTR done .so far and what would USTR 
consider doing if this type of behavior doesn't change? 

Is it your view that China is stepping up to being a ‘responsible stakeholder’ in the WTO 
system in a manner commensurate with the size and growing importance of its economy in 
the world? 

I am also very concerned about the longstanding problem of China's lack of transparency 
in its laws and regulations affecting international trade and investment - which not only 
creates challenging conditions for U.S. companies on the ground but also fur the United 
Stales and other governments try ing to assess whether China is acting consistently with its 
WTO obligations. Is China meeting its transparency ohligalions under the WTO rules? 
Are there particular areas where China's lack of transparency is particularly harmful to 
U..S. interests nr particularly out of line w ith its obligations? What has USTR done, and 
what is USTR doing to address this issue? 

Response : 

China plays an increasingly active role in the WTO. Over the past year, China has taken steps to 
play a constructive role in the completion of the historic Bali Package, adopted at the 9"' WTO 
Ministerial Conference in December 2(11 3, and the negotiations for an Information Technology 
Agreement (ITA) and the Environmental Goods Agreement (EGA). China clearly was not 
supportive of eflbrts by India and a few other WTO Members to block implementation of the 
Trade Facilitation Agreement in July and generally worked to move the deal forward. We also 
were pleased to finally reach bilateral agreement with China on the ITA on the margins of the 
APEC Leaders' Meeting in Beijing, and China is actively engaged in the WTO EGA 
negotiations. 

At the same time, the United States has nut hesitated to vigilantly enforce U.S. rights against 
China in the WTO. When China takes retaliatory trade actions, we have responded by 
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challenging tliose actions at the WTO. For example, we have successfully challenged China's 
improper use of antidumping and countervailing duty remedies on imports of U.S. grain-oriented 
electrical steel, poultry products and automobiles. More broadly, we discuss the issue of 
retaliatory trade actions with like-minded trading partners in Geneva with the goal of trying to 
curtail such practices, and have raised serious concerns about China’s actions in WTO committee 
meetings and during China’s biannual Trade Policy Reviews at the WTO. 

With respect to transparency, while China has taken substantive .steps to improve transparency 
.since its accession to the WTO in 2001, China still has some ways to go to provide all required 
information about its policies and practices. For example. China committed to adopt a single 
ollicial journal and publish within it all trade-related laws, regulations, and other measures. 
Although it established the official journal, it is nut as comprehensive as it should be. China also 
docs not consistently publish draft measures of trade-related laws, regulations, and other 
measures for public comment, nor does it frequently make translations available in one or more 
WTO languages or consistently provide regular and complete WTO notifications, including in 
the area of subsidies, despite its commitments to do so. As recently as a November 28th meeting 
of the Committee on Agriculture Special Session, the United States pressed China for tardy 
notiflcntions with regard to its agricultural subsidies. 

The Administration is pushing China hard to improve its transparency practices in all of these 
areas. We regularly use bilateral mechanisms, such as the U.S. -China Joint Commission on 
Commerce and Trade and the economic track of the U.S-China Strategic and Economic 
Dialogue, to press China to meet its transparency commitments and to secure needed progress 
from China. In addition, we have been and will continue to be leaders in the WTO in raising 
concerns about China's policies and practices in relevant committees. We have noW‘ counter- 
notillcd over 300 Chinese subsidy measures and provided full translations of these measures 
accessible to all WTO Members and the general public. Most recently, wc filed counter- 
notifications in the WTO Committee on Subsidies and Countervailing Measures and the 
Working Party on State Trading Enterprises. Our counter notification of state trading enterprises 
identified 1 53 Chinese entities, including 44 entities not previously notified by China, and 
pros ided detailed information regarding the legal establishment and functioning for all of the 
entities. 
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Alexan International, Letter 

ALEXAN 

INTER I D N A L 


Will Molina 

Executive Director. Alexan International. Inc. 

850 Iron Point Road 
Folsom CA. 95630 

Rep. Devin Nunes 

Chairman, U S. House of Representatives Subcommittee on Trade 
1102 Longworth House Office Building 
Washington D C. 20515 

Dear Chairman Nunes. 

As the Executive Director of Alexan Internatipnal, a California-based consultancy that specializes in 
large-scale technology projects for both domestic and international clients. I write to express my 
concerns about a matter that your subcommittee should explore as It focuses on advancing the 
U S. trade agenda and WTO related issues. Though private patent trolls may be dominating the 
Washington's attention, foreign government controlled patent trolls also pose a tremendous risk to 
American businesses like Alexan that rely on the ability to compete on a level playing field against 
foreign companies. 

Though Alexan is concerned with threats from traditional, domestic patent trolls and their ability to 
increase our costs dramatically, we are Keeping a close eye on actions to curb the further growth of 
these entities and the threats they pose. We often view their host nations as trading allies, yet they 
are founding and financing patent trolls that target companies operating internationally, such as 
Alexan. as a means of advancing their economic interests. 

Countries like Japan with its government troll called IP Bridge are already purchasing patents in 
bulk with the goal to assert them against whomever they view as a hindrance to Japan's economic 
success, interests, and corporations. IP Bridge, a project of the even larger government-owned 
Innovation Network Corporation of Japan, received initial funding of nearly $275 million dollars and 
has already acquired 5,000 patents it can use to assert against companies who compete with 
Japanese businesses. Companies like Alexan already face enough challenges to address threats 
from traditional trolls that don't involve foreign governments getting into trolling. In facing the deep 
pockets and vast resources of a foreign government we would likely not stand a chance. 

However. Japan is not the only government that has founded patent trolls. Taiwan calls their troll 
the Industrial Technology Research Institute and it has already targeted companies in U.S. courts 
But this isn't Just an Asian country irade-retaled issue. One of the best knowing and most 
aggressive government controlled patent troll belongs to the French government and is called 
France Brevets. Unless something is done, more foreign governments will likely found their own 
trolls rather than risk disadvantage in a global market 


Mrww.AlexAn.coTn | SSOIronPointKoAcISuirciriH. Folsom. CA.9S630 | Omco:FOI6)36S-49ri6 Fax: (20H] 246-4374 
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ALEXAN 

INTER nA T I a n a l 


The U.S. looks to California to take leadership not only in the fast moving globalized technological 
economy but also to help shape the policy which allows our economy to thrive and compete fairly 
against foreign companies. Government sponsored patent trolls not only hurt the U.S. economy, but 
they threaten individual businesses like Alexan International that operate in other countries Thank 
you for your subcommittee's attention to this matter and your service to the State of California. 

Very truly yours, 

Alexan International. Inc 


By: 

Will Molina 

Chief Executive Officer 



www.jlekan.foin | 850 Iron Point Road Suite 1*114. FoUoni, CA 95630 | OOlcv: (916) 365*4906 Fax: (208) 246-4374 
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Ambassador Glassman, Letter 


Ambassador James K. Glassman, 5824 Madaket Rd., Bethesda, MD 20816 


Ways and Means Committee 
1 102 Longworth House Office Building 
Washington, D,C. 205 1 5 

July 24. 20I4 

Dear Memlxrrs oflhc Conimiltcc: 

As you move forward with the Committee’s review of the United States ttude agcnJti. I write to urge you to 
investigate World Trade Organisation members whose governments control and llnance their owm Patent 
Assertion Hiuities ( PAEs), often referred to as government sponsored patent “trolls'’ 

SlatC'.sponsored PAEs are becoming more common. They have already been established In France, Korea, 
Japan, and China. These government-controlled PAEs openly favor their country’s businesses and 
economic interests by pursuing infringement threats and suits against foreign mdusirial rivals. Examples 
of these olTenders include Intellectual Discovery (Korea), France Brevets (France), the Innovation 
Network Corporation of Japan, and the Chinese Government's Ruichtian IPR Funds . which was 
established just this spring. 

These entities threaten to complicate elToris to improve global cooperation on our trade priorities such as 
sofiware piracy and cyber security. Further. WTO members wlio operate nnd finance state-sponsored 
PAEs may violate sevenil WTO agreements including; the Trude-Kelaied Aspect.s of Intellectual Property 
Rights (TRIPS Agreement), the General Agreement on TarilTs and Trade (GATT), and the Agreement on 
Subsidies and Countervailing Measures (SCM Agreement). 

Foreign abuses ofihe patent system can have dramatic impact on U.S. trade, as I outline in the attached 
piece for Bhomher^ BNA titled, “Time to Fix the Patent System.” I strongly encourage the Ways and 
Means Committee to further investigate WTO members who operate state-sponsored PAEs and the 
negative impact cnlilies like the aforementioned can have on WTO related issues. 

l*haiik you for your work on this important issue and for allowing public comment on the topic. 

Please understand that in lliis letter, 1 am speaking for myself and nut for the policy institute with which I 
nm affilioted. 


Sinoerely; 


nacre I 

A 


^ 

[ AmKlsyador James K. Glassman 
Vjsljlwfe Fellow 

' American Enterprise Institute 
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Statement of the 

American Farm Bureau Federation 


TO THE HOUSE WAYS AND MEANS SUBCOMMITTEE ON TRADE 

REGARDING THE HEARING ON 
ADVANCING THE U.S. TRADE AGENDA: THE WORLD TRADE 
ORGANIZATION 

JULY 16, 2014 
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DRAFT 


The American Farm Bureau Federation, a U.S. general Fanti organization, supports 
elTorts to increase agricultural trade through comprehensive trade agreements that 
reduce and eliminate government-imposed barriers to agricultural trade. A 
successful trade agenda in the World Trade Organization (WTO) should include: a 
strengthened WTO Sanitary and Phytosanitary (SPS) Agreement, implementation 
ofthe Trade Facilitation agreement, and a forward looking post-Bali work plan. 

While elimination of traditional tariff barriers remains a priority, we must make 
greater strides to eliminate non-tarifl'barricrs, which have grown to be the primary 
form of trade disruption. Non-tarilT trade barriers often take the form of 
‘standards' that are not based on science but are used to manage trade. In order to 
resolve issues related to non-tariff barriers, the WTO SPS Agreement must be 
strengthened to bring the world’s agricultural and food trade fully into the realm of 
science-based decision making. 

The Trade Facilitation Agreement finalized during the WTO Bali Ministerial in 
December 2013 included commitments that must be implemented. Trade 
Facilitation also involves SPS standards as it is nece.ssary for many countries to 
improve their handling of sanitary and phytosanitary measures at ports. 

The WT(3 is also engaged in an effort this year to formulate a post-Bali work plan 
to guide future trade negotiations. Future WTO trade negotiations must focus on 
current and future challenges to the growth of international agricultural trade, such 
as SPS barriers, instead of resurrecting past negotiating failures. 

SPS Improvements 

For U.S. agricultiue, changes to the SPS Agreement must include improving the 
use of science-based decision making and removing non-science based approaches 
to risk assessment. In particular, the European Union’s use of the ‘precautionary 
principle’ as a reason to restrict certain U.S. agricultural products highlights the 
need to reform the areas of the SPS Agreement that allow for the use of precaution 
instead of science. We support a science-based approach to risk management, the 
use of science-based international standards and oppose the precautionary principle 
as a basis for regulatory decision making. 
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Trade in agricullural products between the U.S. and the EU is an excellent example 
of how regulatory barriers can become a significant impediment to growth. 

The U.S. and the EU arc major international trading partners in agriculture. U.S. 
fanners and ranchers exported more than SI 1.5 billion worth of agricultural and 
food products to the EU in 2013. while the EU exported more than $17 billion 
worth of agricultural products to the U.S. last year. 

Despite these large numbers, just 1 0 years ago the EU was the third-largest 
destination for U.S. agricultural exports. Today, it has fallen to our fifth-largest 
export market. 

Over the last decade, growth of U.S. agricultural exports to the EU has been the 
slowest among our top 10 export destinations. 

If U.S. farmers and ranchers were provided an opportunity to compete, the EU 
market could be a growth market for them. This is why U.S. agriculture has been 
insistent that the Transatlantic Trade and Investment Partnership (TTIP) 
negotiations between the U.S. and the EU must deal with the many substantive 
issues that impede U.S.-EU agricultural trade, such as long-standing barriers 
against conventionally raised U.S. beef, ongoing restrictions against U.S. poultry 
and pork, and actions that limit U.S. exports of goods produced using 
biotechnology. 

Unless these trade barriers are properly addressed within the TTIP negotiations, 
they will continue to limit the potential for agricultural trade. It is imperative that 
TTIP be a high-standard trade agreement that covers all significant barriers in a 
single, comprehensive agreement. Enforceable scientific .standards are the only 
basis for resolving these issues. 

A successful SPS agreement in the TTIP agreement would set the stage for higher 
SPS standards worldwide, an incredibly worthy goal. 

Trade Facilitation and Food Stockpiling 

The Trade Facilitation Agreement that was achieved at the WTO’s December 20 1 3 
Ministerial meeting must now be implemented. The reduction of custom and 
border barriers will support all types of international trade, including trade in 
agricultural goods. Especially for perishable agricullural items, time spent waiting 
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al the border can result in a substantial decline in quality and a direct economic 
loss to U.S. producers. 

The dilTicultics in achieving the Trade Facilitation Agreement last year were 
exacerbated by certain developing countries’ insistence on an unrelated issue of 
food stockpiling. India and other countries are now allowed to e.xceed their WTO 
Agriculture Agreement subsidy limits for four years without a WTO dispute case. 

Refusing to implement the Trade Facilitation Agreement is not compatible with the 
commitment of the Bali Ministerial. 

Post-Bali Work Plan 

Any future WTO negotiation on agriculture must be dedicated to trade 
liberalization for all countries, must not reduce the opportunities for trade and must 
be designed to w'ork on the issues currently important to agricultural trade. We do 
not believe that revisiting the failed agriculture draft of 2008 will yield benefits for 
agricultural trade. Focusing our elTorts on improving science-based decision 
making in the SI’S Agreement and expanding market access through the 
elimination of tariff and non-tarilT trade barriers will yield real benefits for 
agricultural trade for all countries. 

V :\stm\trade-statement-W& M 1 4.07 1 7 
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Institute for Liberty, Letter 


w 


Institute 

►'^orliberty 


OcrciKbiig Nmefiiai's Righi To He Tnv 


Chairman Devin Nunes 
Subcomniillce on Trade 
House Ways and Means Commiltce 
1 102 Longworth House Office Building 
Washington, D.C. 20515 

July 30. 2014 

Chairman Nunes: 

The Institute for Liberty is a not-for-profit advocacy organiiration based here in Washington. DC, 
focusing on federal public policy, Two of our areas of e.xpertise are private property rights 
(including intellectual property rights), and global trade policy. We believe in a rational, 
common-sense approach to trade (and the protection of intellectual property rights), and as such, 
appa-ciatc the time you are taking to examine the U.S. trade agenda and our relationship and 
membership in the World Trade (Jrganization (WTO). 

Part and pared ofa rational, common-sense approach to trade policy is the recognition ofthe 
WTO’s important role in resolving disputes regarding international trade agreements. Further, 
we share the mission of seeking to reduce or unwieldy tarifls. But not all tariffs that harm free 
trade principles are simply affixed to the price of imports. Foreign countries like China, France. 
Japan, and Taiwan have taken an olTensive looting into the intellectual property arena by 
erecting government-sponsored "patent trolls” (GSPTs) which raise the price of goods from 
would-be commercial competitors outside their borders. Further, it is our belief that WTO 
member states that control entities like the.se are likely in violation of numerous trade obligations 
under the WTO. 

The offensive actions of GSPTs are akin to the protectionist industrial policies of many 19th- 
century regimes. Exaeerbating the problem, because national governments are tasked with 
regulating intellectual property rights; GSPTs create a tremendous inherent confiict as the 
regulators and lawmakers then become the shareholders as well. Foreign governments cannot 
both be authoritarian regulatory agents and market actors at the same time. Otherwise, they are 
placed at an unfair ad\ antage relative to their competitors, and become the very essence of crony 
capitalist states (or crony communist states). 
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Consider China's Ruichuan IPR Funds. France Brevels, ihe Innovation Network Corporation of 
Japan, or Taiwan's indu.strial Technology Research Institute. These quasi-govemmenial/quasi- 
inarket actor entires are setting a dangerous precedent that could set olTan international “race to 
the bottom” which encourages other nations to either start their own GSP T or risk falling behind 
in a globalized marketplace. France Brevets has openly and proudly asserted that they will be 
using their acquired patents to Ihe benelit of only companies within their borders, w hile taking 
offensive legal action exclusively against foreign companies. 

In Ihe past. Chairman Nunes, you have previously taken leadership by presenting draft 
legislation designed to reign in foreign abuse of the TarilT Act of |y30, 19 U.S.C. § 1337, known 
as “Section 337,” with particular focus on foreign entities which lack actual domestic industry 
through signillcnnl expenditures in plant, equipment, labor, or capital. GSPTs like those listed 
above .serve as the epitome of these abuses. France Brevets and Taiwan’s Industrial Technology 
Research Institute have already taken infringement actions in the U.S. District Court for the 
Eiastem District of Texas, w hich has a well-known rcpuUtlion for siding with patent infringement 
plaintiffs (as we are certain you arc well-aware, the Ea.stem District of Texas is the epicenter of 
America's domestic patent troll problem, plaguing entrepreneurs throughout the nation). 

Never has it been more imperative tbal the U.S. demonstrate vigilance in foreign trade policy and 
priorities, particularly in the face of protectionist foreign governments who choose to abuse the 
system on which we rely. We must push buck against the cronyism of other nations. Foreign 
governments which fund and control GSPTs are colluding with their country's corporate assets. 
This massive subsidization by nations who host GSPTs tips the scales of Ihe free market and 
serves to undermine our nation's economic interests and role in global trade 

Thank you for the committee's attention to these and other vital trade related concerns. If you 
have any questions or require additional information from Ihe Institute for Liberty, do not 
hesitate to contact me at (202) 261-6592 or via email at Andrew.Langer(n)lnslituteForI.iberty.org 


Respectfully. 

Andrew Danger, President 
In.stitule for Liberty 
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Stewart and Stewart, Statement 


House Ways and Means Trade Subcommittee Hearing 
On Advancing the U.S. Trade Agenda: The World Trade Organization 

Written Slaienicnt ofTerence P. Stewart 
Managing Partner, Law OITiecs of Stewart and Stewail 
2100 M Street. N.W. 

Washington, D.C. 20037 
Phone: (202)785-4185 
Fax: (202)466-1286 
Email: islewarttiustcw artlaw.com 

The Subcommittee’s hearing on the World Trade Organization is timely with the recent launch 
of the env ironmental goods sectoral negotiations amongst fourteen WTO Members, the ongoing 
Trade in Sen ices Agreement (“TISA") negotiations amongst the willing, the efforts to reach 
agreement on implementing the Trade Facilitation Agreement ("TFA”) reached in Bali last 
December (end of July deadline), the elTorts to get movement in the stalled expansion of the 
Information Technology Agreement ("ITA 11"), and the agreement ofthe WTO Members to 
outline the path fonvard for the remaining elements ofthe Doha Development Agenda ("Doha 
Round”) by the end of the year. The WTO also provides the ba.sic standards for bilateral and 
plurilateral free trade agreements (“ITAs") or customs unions and so is relevant for the 
important plurilateral talks that the United States has ongoing in the Trans-Paeific Partnership 
(“TPP") and Transatlantic Trade and Investment Partnership ("T-TIP") negotiations. 

These written comments are submitted on behalf of our llrm and do not necessarily reflect the 
views of any of our current or past clients. I have followed developments in the WTO and the 
predecessor GATT for many years and have published extensively on all aspects of die 
organization and its various agreements. The comments hence rellect my perspective from 
observing the organization and v arious rounds of negotiations over the last thirty-live years. 

The United States will need to continue pursuing alternative approaches to trade 

liberalization 

Tlie Doha Round, started at tlie end of2()()l, has been largely stalemated for the la.st six years, 
movement to the Bali package being the .sole beacon of hope in an organization where the 
change in economic power has not been accompanied by a comparable change in the level of 
re.sponsibility for moving the organization forward. Ilte United States has run a huge and largely 
growing trade deficit Ibr most ofthe last forty years, as shown in the graph below. 
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Yearly Balance of Trade by Administration (BOP Basis) 



/Ford 


See "Will the United States Pursue Trade Agreements in 2014 to Address Our Huge and 
Persistent Trade Deficit." Jan. 14, 2014, http://www ,stewartla» .coni/Article/VicwArticle/078. 

The United States, as part ol'the WTO Doha negotiations, has expected major beneficiaries of 
the system like China. Brazil, and India to carry a gretiter share of re.sponsibility for global 
liberalization. Those countries have simply disagreed. The result has been an inability to 
achieve agreement on a road forward at the multilateral level. 

As recent events in Geneva on the seemingly simply task of getting the TFA ready for 
implemenlatiun or the more than year delay in moving ITA 1 1 forward demonstrate, the major 
emerging economies are unlikely to accept a level of commitments consistent with Uieir role in 
the global economy, reducing the likelihood that multilateral negotiations will result In market 
opening that meets U.S, needs or expectations. Despite the efforts of the United States and 
others in Bali to address India's concerns on food security and the agreement to have the is,suc 
addressed in the coming years on a permanent basis. India has basically threatened to block 
consensus on adopting the TFA in recent weeks. See “TF Agreement Utider lltreat As July 31 
Deadline Looms For WTO Amendment," Inside U.S, Trade, July 1 1, 2014, at 27. Similarly, 
despite China being the large.st trading nation in the world and a major beneficiary of the existing 
ITA. China has brought the ITA II negotiations to a standstill by limiting its willingness to 
accept a wide range of products of interest to the other ITA participants or demanding 

T 
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unreasonable phase out periods for tariffs. While the recently concluded 6''' U.S.-China Strategic 
and Economic Dialogue talks resulted in an apparent agreement for China to continue talking to 
the United Stales on ITA II. the problems flow from a dilTerent perspective on relative 
responsibility', calling into question even plurilateral talks where China, India, or Brazil arc 
participants. 

Thus, as imponant as the WTO is and .should be. the United States will need to pursue not only 
multilateral but also plurilateral and bilateral approaches until theic is agreement amongst the 
major U'ading nations on the relative level of responsibility and a common vision of the 
objectives and time horizons. 

What areas are most likely to succeed in the short term? 

After Bali, one would have thought that the technical work to get the text of the TEA ready for 
signing and the work within individual countries and with the WTO to prepare lists of 
commitments would have been priority one and would have been doable. But there is now a 
cloud on whether the TFA will be implemented on time, will be implemented provisionally, or 
could be subject to changes. It may prove to simply be last minute posturing by some seeking 
advantages elsewhere. But the challenges in implementing an agreement that generally has been 
seen as a win-w in for all parties demonstrate the paralysis that has aftlictcd the WTO in an 
increasing manner over tlte last nineteen and a half years. Even if implemented by the end of 
July, the value of the agreement to all Meinbers will really depend on the ambition of the 
Members undertaking commitments and whether financing is in fact available for commitments 
dependent on donor funding. Thus, the benefits in the early years of implementation are likely to 
be relatively modest, with the broader benefits for the global economy not realized for a number 
of years. 

While there are challenges in all negotiations, those among like-minded countries are likely to 
see the most progress in the shortest time periods: 

( 1 ) The Information Technology Agreement is the most successful plurilateral in the 
history of the W'TO. presently consisting of 78 WTO Members - up from 28 
Members at the start in 1996 - including Russia, which joined on September 13. 

2013. and covering 97% of trade in the global trade of the covered goods. Expansion 
of coverage of the ITA (the so called ITA II talks), which started several years ago, 
should be doable this year but only if China changes its position significantly on 
exclusions and phase out periods it is .seeking. Considering the eighteen years of 
experience of the first ITA, it is a significant loss to global economic expansion that 
this agreement has not been possible. In 20 1 1 , the WTO put out a publication titled 
"15 Years of the Information Technology Agreement". In its forward (page 3), then 
Director General Pascal l.amy wrote. 

The 2 1st century is the era of information and communication 
technology, and tlie ITA ha.s played a vital role in promoting 
affordable access to those technologies. This sector is crucial for 
the world economy - not only due to its considerable size, but 
also because it is an important driver of productivity, innov ation 

3 



58 


and, ultimately, economic growth. Over the past 15 years, world 
exports of IT products have almost unpled in value since 1996, 
and reached an estimated USS 1.4 trillion in 2010, accounting for 
9.5 per cent of world merchandise trade. Together, ITA 
participants account for 96 per cent of world trade in IT products. 

And because they provide duty-free treatment to imports on a 
most-favoured-nation basis, they have created opportunities for 
exporters in all WTO members, including those in least- 
developed countries. 

Because sectoral deals in goods arc not doable under a free trade agreement 
approach, the challenge to concluding sectoral deals, like the ITA and the 
Environmental Goods Agreement (discussed below-), is the need to get a critical 
mass, making inclusion of China often necessary as benefits cannot be limited to jusi 
the willing. 

(2) The largest part of global GDP around the world comes from services. During the 
Doha Round, service negotiations have largely been held hostage by developing 
countries interested in resolution of agriculture issues before permitting significant 
movement on services. Tire result has been the launch of negotiations by the willing 
of the EISA with the hope of a high level of ambition. A working paper from two 
members of the WTO’s Economic Research and Statistics Division from late 2013 
provides a good summary of the start of the talks; 

The dynamism and importance of trade in services contrast 
sharply with the sluggishness of WTO negotiations in this area, 
where the latest serious attempt to move things forward dates 
back to mid-2008, on the occasion of the so-called services 
‘signalling conference'. Faced with that state of alTairs, and 
against the background of a proliferation of preferential trade 
agreements (P fAs) covering services, a group of WTO Members, 
the so-called ‘Really Good Friends of Services’ (RGFs) agreed 
on 5 .luly 2012, to start preparing negotiations on an International 
Services Agreement to reinforce and strengthen the global 
.services market. As of end October 2013, 23 WTO Members are 
participating in the discussions; Australia; Canada; Chile; 

Colombia; Costa Rica; the European Union; Hong Kong, China; 

Iceland; Israel; Japan; Korea; Liechtenstein; Mexico; New 
Zealand; Norway; Pakistan; Panama; Paraguay; Peru; 

Switzerland; Chinese Taipei; Turkey; and the United States. It 
has been reported that China and Uruguay have formally asked to 
join the negotiating group. 

Juan A. Marchetti & Martin Roy, "The TlSA Initiative: An Overview of Market 
Access Issues,” at 3-4 (Nov. 27, 2013) (footnotes omitted), 
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leased on the challenges of ITA II and the general difFicultics achieving consensus in 
the WTO on major areas where China is an active participant, the United States and 
other TISA members should be reluctant to accept China’s or any other country’s 
participation where a high level of ambition is not committed to in advance. As the 
House Ways and Means 1 rade Subcommittee is well aware, even advanced 
"commitments” to accept high levels of ambition can be quickly forgotten by 
countries joining plurilateral talks. Our problems with Japan in the fPP talks in both 
the agriculture and automotive sectors are a current reminder of that challenge. 
Advances in the TISA talks may progress best without further participants but with 
the opportunity to join at a later date after the current group of WTO Members 
completes negotiations. 

(3 1 The recently launched Environmental Goods Agreement, presently involving fourteen 
WTO Members - the United States, EU, China, Australia. Canada, Costa Rica. 
Chinese Taipei. Hong Kong. Japan. Korea. New Zealand, Norway, Switzerland, and 
Singapore - has the potential to be an important sectoral agreement but will likely 
suffer from the same problem that ITA II does - China is a partieipant and may not 
bring a similar level of ambition as other participants. Moreover, while there was 
agreement to use the APEC leader’s list of 54 products as a starting point, we are 
likely to sec significant delays in reaching agreement on the total package of goods 
and on how' to ensure expansion of the product coverage over time. While it appears 
that Members may be willing to sec issues on services and non-tariff barriers 
addressed in a phase two of the negotiations, there are a lot of complications iflhe 
negotiations address more than market access. Finally, the fourteen WTO Members 
account for 86% of the trade of the 54 product categories that are the starting point. 
Critical mass for scctorals has often been viewed as at least 90%, meaning additional 
Members to the talks may be viewed as essential before a final agreemeni is 
acceptable to the current fourteen.' 

Other WTO negotiations and functions 

.At Bali last December, Ministers agreed to various measures related to the Doha Round topics. 
Some were temporary. Sec generally 9th WTO Ministerial Conference, Bali. 2013. Bali 
Ministerial Declaration and decisions. 

http://wto.org/english/thevvlo_e/minisl_e/mc9_e/balipackagc e.htm; “Saved at the Bell - The 
WTO Ministerial Provides Hope that Multilateralism Can Survive and Provides a Needed Boo.st 
to Global Economic Growth,” Dec. 7, 20I3, 

hnp:.'/www.stewartlavv.com/Article/ViewArticle/974. They also agreed to develop a work 
program to bring the Doha Round to a close. In particular, paragraph 1 . 1 1 of the Bali Ministerial 
Declaration states; 


' Foraddiliimal mlormalion w’Will New Fnvironmcnial Goods Ncgniiaiionv lncrcii.w LI.S. Exports and Help 
Cieale a tireencr Planel?," Feb. 3. 20I4. htip;//ww'W'.slcwuiHaw.conVAnicle>'V/iewAnicle/9X2; "Knviroiimenliil 
tiooiLs T rade Talk.s - The Challenges and the Opprtnunaics.” April 2. 201 4. 
hilpj'w w w ..slew anlaw.com/Anicle/ VicwArticlc/W ’ . 
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1.11 To further demonstrate this commitment, we instruct the Trade 
Negotiations Committee to prepare within the next 12 months a clearly 
delined work program on the remaining Doha Development Agenda 
issues. This will huild on the decisions taken at this Ministerial 
Conference, particularly on agriculture, development and LDC issues, as 
well as all other issues under the Doha mandate that are central to 
concluding the Round. Issues in the Bali Package where legally binding 
outcomes could not be achieved will be prioritised. Work on issues in 
the package that have not been fully addressed at this Conference will 
resume in the relevant Committees or Negotiating Groups of the WTO. 

World Trade Organization. Ministerial Declaration of 7 December 20 1 3, WT/MIN( I3)/DEC at 
3. 

While the United States and other WTO Members are engaged in the process of meetings within 
negotiating groups, the landscape is significantly blurred at present because of the problems with 
implementation of the TFA. As Deputy USTR Michael Punkc noted at the June 25, 2014. Trade 
Negotiations Committee meeting in Geneva: 

If the Trade Facilitation Agreement unravels, it's hard to imagine a post- 
Bali work plan proceeding. Why? Because Members of this 
organization will have demonstrated to the world that WTO negotiations, 
even when they are successful, are simply not taken seriously by all 
WTO Members. This would devastate our collective credibility to 
negotiate in areas that all of us know arc far more dilTicult than trade 
facilitation. 

Moreover, even if the TFA is successfully implemented on time, the major differences that exist 
in expected contributions by major WTO Members promi.se to leave the organization hamstrung 
in terms of its ability to actually iind .solutions in the remaining Doha areas of negotiation. 
Ambassador Punke noted some of the challenges in his statement at the Trade Negotiations 
Committee meeting on June 25. Imagine the largest trading nation in the system - China - 
arguing that thirteen years after becoming a Member of the WTO and after having become the 
largest trading nation, it needs special treatment as a recently acceding Member! 

I'hus, the likelihood of a successful path to concluding the Doha Round is not high, which is 
unfortunate both for the market access our producers will not achieve and because of the loss of 
the opportunity to address other challenges posed by the current structure and operation of the 
WTO - whether correcting periodic problems of serious WTO Appellate Body overreach’ in the 
ongoing Dispute Settlement Understanding (“DSU”) negotiations or clarification of rights and 
obligations under the Antidumping Agreement and .Subsidies and Countervailing Measures 
Agreement or new disciplines on fishery subsidies. Moreover, without clearing the agenda of the 
Doha Round, the WTO seems unable and/or unwilling to address evolving trading challenges. 


■ See Terence P. Slewan el aU The Im-reeshif! Reett^nition uj Prtihleinx \iTih RTO Appeilaie BaJy Deeision- 
Makini*: WUt the Mexxajee Be IfearJ?, S tjtou.\l TkAOfc hi CUSTOMS J. 3VU (2013). 
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I am nol arguing for a ccsaalion of engagement at the WTO, just a caution that as we try to move 
the process forward w ilhin the WTO. we need to continue to explore avenues that can lead to 
advances even if less robust than might be possible within the multilateral context. 

Seclorals can he successful if a critical mass of participation can he found (as measured by trade 
in the sectors), but typically w ill require participation by at least one or more of the major 
emerging economies. ITA is a .successful model; the inability to move China ha.s delayed 
progress in achieving ITA II. The Environmental Goods Agreement talks now undenvay is 
another promising area. Medical devices may be an area of interest as well, although there are 
many regulatory challenges U.S. medical device manufacturers face around the world. 
Historically, chemicals was an area of interest, but would presumably require China and India to 
participate to achieve critical mass, making further liberalization more likely to be tied to 
multilateral negotiations or to FTAs. 

Plurilateral agreements that limit benefits to tite participants can he structured in some areas 
(c.g., TISA) and olTer the carrot of significant market access for participants w ith the opportunity 
for others to join when they are ready to seek the same level of ambition. 

And, of course, FTAs with important trading partners willing to commit to a high level of 
ambition and that address all major concerns of U.S. constituencies and establish reciprocal 
access in fact can be important tools. With the lack of transparency in the current TPP and T- 
TIP negotiations, it is unknown whether the ongoing negotiations will achieve what the United 
States actually needs to achieve truly reeiprocal market aecess. Obviously, hopes arc high that 
we will achieve such success. Unfortunately, past FTAs have a mixed history of 
accomplishments in fact. 


Other WTO functions 

The WTO has a number of important, if not high profile, functions in addition to housing 
negotiations. Every WTO Committee meets at least twice a year to review developments, to 
permit Members to raise questions and obtain answ ers and gain a better understanding of the 
trading system of trading partners. These Committees have been less active in recent years 
because of the energy put into the Doha Round. Nonetheless, the Committees can serve an 
important function in improving compliance with procedural requirements and the evaluation of 
steps trading partners may accept to clarify or address outstanding issues. Tlicre are few levers 
to actually force Members to comply with notification requirements, other than peer pressure and 
public disclosure. The United States has flagged the problems with inadequate notifications 
from China and India in areas like subsidies. While that puts pressure on the trading partner to 
comply with notification requirements, in fact it has made no difference as neither country has 
improved the quality of their notifications. Thus, as important as transparency is in the WTO 
Coinmiltcc process, at the end of the day, a determined failure to comply by Members has 
proven elusive to resolve. 

A second transparency aspect of the WTO is the Trade Policy Rev iew Mechanism (“TPRM"), 
which requires Members to be reviewed periodically in terms of their trade policies. A great 
deal of information can be developetl through the TPRM process. A challenge for the United 
States and other Members is the failure of some countries, China being tlie most recent example. 
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to provide complete inibrmation. hence making an understanding of their trading systems 
unclear or incomplete. Tlie review process depends on good faith actions by eaeh WTO 
Member. While the United States can raise concerns and provide counter-submissions of 
programs that should be reported, the array of views on obligations is problematic for the proper 
functioning of the WTO. 

The most obvious major function of the WTO, which is receiving a lot of attention, is the dispute 
settlement .system. The House Ways and Means 1 rade Subcommittee advi.sory notes that there 
have been some 500 cases and that the United States has brought about 1 00 cases. It is certainly 
the case that binding dispute settlement in the WTO is a major development w ithin 
intergovernmental organizations and can be a positive force for U.S. businesses. But there have 
been widely noticed problems. At the time of the 2002 Trade Act to provide trade promotion 
authority. Congress mandated that the Administration identify how it would proceed to address a 
pattern of WTO Appellate Body overreaching - essentially a problem of the Appellate Body 
ignoring the limitations of the DSU and creating obligations on Members that w ere never agreed 
to. It has been particularly problematic in trade remedy sittiations. but goes beyond that. The 
problem llagged by Congress in 2002 continues to be of concern in a number of cases. 

A fundamental problem with the WTO dispute settlement system is the lack of reasonable 
opportunity Ibr the '‘legislative arm” ( WT<3 Members acting in the Oeneral Council or through 
negotiations) to address perceived erroneous decisions of the Appellate Body. The negative 
consensus approach to dispute settlement basically ensures that the winning party cannot be 
deprived of implementation of a decision from the dispute settlement system. Tlie general use of 
consensus for decision making ensures that erroneous decisions will not be modilicd without the 
consent of the victor. Thus, there is efiectivciy no ability to clarity rights and obligations when a 
dispute settlement panel or the Appellate Body makes an erroneous decision. This is much 
dilTerenl than what Members face within their national system. That courts will render an 
occasional decision that deviates from the legislature’s intent is well understood. For example, 
in the United States, a constnretion of the reach of U.S. countervailing duty law in 2012 by the 
U.S. Court of Appeals for the Federal Circuit led Congress to pass legislation clarifying the 
underlying statute. See Pub. L. No. 1 1 2-99, 1 26 Stat. 265 (2012) (codified as amended in 1 9 
U.S.C. §§ 1671, 16771-1). 

While the United States has pushed for changes to the DSU as part of the ongoing Doha Round, 
it is important that Congress and the Administration continue to pursue modifications in die 
operation of the DSU so that all Members retain the rights not specifically limited by existing 
agreements. The following articles provide an overview of some of the more disturbing aspects 
of the Appellate Body overreach phenomenon: Terence P. Stewart ct ah, Tfie Increasinf' 
Recognilion of Problems wUh WTO Appellate Body Decision-Making: Will the Message Be 
Heard.', 8 Global i RADt & Customs J. 390 (2013); Michel Cartland et ah. Is Something Going 
Wmng in the WTO Dispute Settlement?, 46 J. World Tr.adf 979 (2012). 

Issues that need to be addressed to achieve true reciprocity 

in a write-up done back in .lanuary, I identified a number of the issues that have led to the 
structural imbalance in our trade relationships with other nations. Mo.st of these need to be 
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addressed in the WTO. although some have proven intractable for as many as fifty years. The 
following e.xccrpt lays out issues that we as a nation urgently need to address: 

One can certainly identity a range of factors that have contributed to the loss of 
jobs and the swollen deficit. 

1 . Energy imports and the distortions in global markets caused by the oil 
cartel have been one example. Since energy imports constitute the largest 
single category in our trade deficit with the world, finding a multilateral 
solution to the cartel problem has been and continues to be an unresolved 
problem. Recent oil and gas production in the United States has bolstered 
domestic production and is reducing the import reliance for the first time 
in many decades (the deficit in petrochemical products is down S53 
billion in 2(1 1 3 for the first 1 1 months. However, that deficit is still 
running at S230 billion for 20 1 3 for the year). 

2. The inability of the political parties to resolve the large di.stortions cau.scd 
by the dilTerential treatment of direct and indirect subsidies under GATT 
and now WTO rules places U.S. manufacturers and agricultural producers 
at severe disadvantages because of export subsidies, which are not 
addressable within the United Slates on imported product, and a double 
taxation on U.S. exports when entering the some 160 countries with 
indirect tax systems (e.g.. value added tax). It affects service providers as 
w ell. This is an example of an issue that Congress has understood and 
has included in every fast track/trade promotion bill since 1974 and that 
the .lohnson Administration worked hard to get addressed in the 

l%0s. The peculiar discrimination against U.S. companies and their 
workers from the inability of the United fitates to get trading partners to 
address the issue or of Congress to agree on an approach that w-ould 
convert our tax structure to one that more closely resembles many of our 
trading paitners seriously handicaps U.S. companies and their workers. 

3. Market access commitments made by trading partners at the WTO and/or 
in ETAs should have improved reciprocity for U.S. companies and 
workers. However, the inability to obtain compliance with existing 
obligations has been a perennial problem for U.S. exports. 

a. For e.xample, Japan’s automobile market and barriers to participation 

in the motor vehicle and motor vehicle parts sector is as closed today 
in fact as it has been since the 1960s. 

b. U.S. agriculture is blocked for many improper reasons around the 

world, whether in the EU, Asia, or elsewhere. China’s continued 
refusal to open its market to U.S. beef is one classic example. 

c. Many academics and sectors of the U.S. economy have been 

complaining for years about currency manipulation that distorts trade 
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by encouraging exports and limiting imports - Japan, Korea, and 
China have been frequently cited by the private sector as posing 
major concerns. For example, in a recent study, C. Fred Bergsten 
and Joseph Gagnon ol'lhc Institute for Intemational Kconomics 
estimate that $200-500 billion of the U.S. current account deficit is 
caused by currency manipulation, most of that by China. 

d. And the list of problems U.S. exporters and companies face with China 
not complying with its WTO commitments is stunning as the 2013 
LISTR report to Congress on China’s WTO Compliance ( 1 50 pages) 
reveals. The role of state-owned and state-invested enterprises, the 
interference with investment decisions through the requirements of 
technology transfer and local content requirements, the use of WTO- 
illegal export restraints, the retaliatory use of trade remedies by 
China — the list goes on and on. While U.S. exports to China have 
grown, the ratio of U.S. imports from China versus U.S. exports to 
China remains at 4 to 1 , with China accounting for a huge part of our 
overall trade deficit — 43.3% in 2012 (U.S. International Trade 
Commission website, total exports - U.S. general imports) and 
46.2% in 2013 (1st eleven months). Every year that the United 
Stales is not able lu get the bcneFit of the bargain from China's 
accession our deficit grows. We are now running an annual 
deficit with China of more than $30U billion, meaning a loss of 
manufacturing jobs of more than 1.6 million. 

So the problems arc many and the current ttpproach of a slightly modified trade 
promotion bill, which at least attempts to begin to address some issues (currency 
manipulation and state-owned enterprises tor example) and provide some better 
Congressional oversight, is likely not sufficient to change the trajectory of our 
trading relationship with the world. That suggests that the Congress and the 
Administration need to use 2014 to in fact ensure that the path forward is not 
simply a continuation of the path on which we have been. * * * We cannot 
continue to run trade deficits of $700-800 billion per year. Many of the i.ssues 
that need to be addressed may be in the trade policy arena. Other issues that need 
to be addressed may be in the domestic policy arena to prevent the continued loss 
of jobs, businesses, and the tax base in communities across the country. But you 
cannot address the core problems if you are not open to an honest debate on what 
has and has not happened under the trade policy direction of the last four decades 
and wirat is actually needed to turn our trade policy into a reality of balanced 
opportunities for our companies and workers. 

"Will the United States Pursue Trade Agreements in 2014 to Address Our Huge and Persistent 
Trade Deficit", Jan, 14, 2014, http;//www.stewartlaw.com/Article/View Article/978. 
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